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TECHNICAL REVIEW/DATABASE ADJUSTMENT APPEAL 
PROCESS  

As a reminder, FR ï5526 ïNï02 -  ñPublic Housing Assessment System 
(PHAS): Physical Condition Scoring Notice and Revised Dictionary of 

Deficiency Definitions the Scoring Notice ( here ) explains physical inspection 
scoring as well as deficiency definitions inspectors use while inspecting 

facilities.  For Tec hnical Review/Database Adjustment Appeal process, please 

see REACôs Physical Inspection Documents and Guidance website (here ).  
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ISSUE RESOLUTION PROCES S 

In the February 25, 2015 Email Blast, ORCF announced the formation of an 

Issue Resolution Committee.  This is a reminder that, as set forth in the 

February 25, 2015 article, if an issue needs to be brought to the Issue 
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Resolution Committee, the lender is  provided the opportunity to provide a 
succinct write up explaining the lenderôs position on the matter with any 

needed charts and justification. This document will be presented in its 
entirety to the Issue Resolution Committee.  Please work with your assi gned 

underwriter to provide this material.   
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RADON TESTING REQUIREMENTS  

All applications submitted after the effective date of Handbook 4232.1 REV -1 
must comply with the handbookôs radon guidelines.  Note that radon testing 

requirements will apply regardless of the projectôs Radon Zone designation. 
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WEB - BASED INSTRUCTIONAL SYSTEM FOR 
ENVIRONMENTAL REVIEW (WISER) TRAINING MODULES 
NOW AVAILABLE  

The HUD Office of Environment and Energy is pleased to announce the 

release of a new module series:  Web -based Instructional System for 
Environmental Review (WISER) (here ).  This online training series provides 

training for those who are interested in understanding the v arious areas to 
be considered in conducting an Environmental Review.  

 
The WISER curriculum offers detailed and specific information on 

environmental topics, enabling users to evaluate topics such as risk to 

endangered species, considerations regarding bodi es of water such as rivers, 
ponds and wetlands, as well as how to achieve environmental justice goals 

and protect HUD -assisted projects from excessive noise.  
 

Each module includes a downloadable key definitions PDF, knowledge checks 
to confirm comprehensio n, and links to needed resources.  

 
Additional WISER modules addressing more topics central to understanding 

the environmental review process, such as site contamination and historic 
preservation will be forthcoming.  

 
To explore this new curriculum, visit t he WISER webpage ( here ).  
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FHA NUMBER ISSUED ï DATA CLEANUP PROJECT  

ORCF is currently completing a data cleanup project of FHA Numbers that 
have been issu ed, but no subsequent application has yet been 

submitted.   Any FHA Numbers issued prior to October 1, 2015 where no 

application has been submitted to date are being noted as ñwithdrawnò in 
our systems.   If you have concerns about any FHA Number that falls into 

that category, please send an email to 232FHARequests@hud.gov , and we 
will work with you to address that FHA Number assignment and application.  
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PLEASE KEEP DOCUMENTS UNDER 50 MB  

As a reminder, many recent submissions to the queue have documents that 

have been over 50 MB.   HUD servers cannot handle documents over 50  MB.  
To avoid a delay in processing, please ensure all documents submitted in 

your application are under 50 MB.  This  may require splitting the submission 
into smaller documents sizes.    

 
Keywords:  Application  

 
Back to top  

 

FROM THE CLOSING CORNER  

Evidence of Clear Title for Non - Critical Repair Escrow (NCRE) 

Closeouts  

In the June 29, 2016 Email Blast, ORCF reminded Lenders that we are now 
approaching the deadline for completion of non -critical repairs draws for 

many projects.   A question has come up  regarding what Lenders can provide 
as evidence of clear title for NCRE closeouts.   ORCF has determined that a 

current lien search is sufficient evidence of clear title for NCRE 

closeouts.   This includes Lender -Delegated final closeouts.    

 

For all loans c losed on or after July 20, 2015,  please submit the final 

draw/closeout request to  232NCRrequest@hud.gov .    
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If you have any questions related to closeout requests, please see th e ORCF 
website -  NCRE section here  or email 232NCRrequest@hud.gov .   

 
Keywords:   Non -Critical Repair Escrow; NCRE  

 

Avoid Closing Delays  

Identifying potential delays or changes upfront of the Closing process (after 
Firm Issuance) can help avoid unnecessary delays with Closings.   The 

Closing Team is asking for Lenders to help identify and disclose potential 
changes or ñsurprisesò that may impact closings once the project is 

assign ed an ORCF Closing Coordinator .  Examples of changes or 
ñsurprisesò may include: 

 

V Changes in terms, amounts, secured interests, or parties 

anticipated  in secondary financing prior to closing  

 

V Change in the  number or type of licensed bed/units licensed  

or otherwise expected  

 

V Change of Borrower ( participants ), Operator or Management 

expected prior to closing  

 

V Substantial survey requirements  that will require an updated 

survey prior to closing  

 

V Existing UCC filings and litigation.   If any existing UCC filings and 

litigation searches are expected to be on the pre -closing 

litigation/UCC search report, the same information provided to ORCF 

underwriting must be provided to the HUD closing team.   (2/27/14  

EmailBlast )  

 

V Anticipated changes in loan amount  prior to closing  

 

V Expected extenuating circumstances  that could influence closing 

(e.g., borrower out of country, tax exchange, funding resource 

deadline or availability)  
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V Other potentially significant changes  in the transaction since the 

time of the firm commitment, including the need for waivers or 

amendments to special conditions or require d repairs.  

 

Help to avoid delays in closing your 232 project by sharing any changes or 
ñsurprisesò that may impact your 232 closing immediately  with your 

assigned ORCF Closing Coordinator.  
 

Reminder for all New Construction Cost Certification Package 

Subm issions:  

The Office of Healthcare Programs (OHP) requires  Lenders to review all 
Construction Cost Certification documents prior to submission  to the OHP 

Closing Coordinator.   Under the Lean 232 program, the Cost Certification 
review is the responsibility of the Lender.   

 

ORCF would like to emphasize:  
 

¶ The ORCF Closer  will perform an analysis of the Lenderôs conclusion 

and final mortgage determination, based on the documentation 

provided,  starting with the Lender Certification (form HUD -91129 -

ORCF).   This certification is the Lenderôs summary review of the Cost 

Certification Package.   This is a Certification  and is to include the 

Lenderôs supported final conclusions.  

 

¶ All packages must include the required forms and documents as 

outlined in H andbook 4232.1, Section II, Production , Chapter 11, 

Section 11.10.   Incomplete Cost Certification Packages will be returned 

to the Lend er.  

 

Please Note: ORCF shall conduct a detailed review if the Borrower 
applies for a mortgage increase.   Requests for mortgage increases will 

go back to Loan Committee for final approval.   
 

Please contact your ORCF Closer if you have any questions specific to your 

project.  
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1.  FRï5526 ïNï02 -  ñPublic Housing Assessment System (PHAS): Physical 

Condition Scoring Notice and Revised Dictionary of Deficiency 

Definitions the Scoring Notice  

2.  REACôs Physical Inspection Documents and Guidance website  

3.  Web -based Instructional System for Environmental Review (WISER )  
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HANDBOOK 4232.1 REV - 1 PUBLISHED  

Handbook 4232.1 REV -1 was published on December 6, 2016 and will be 

effective January 5, 2017.  The updated handbook provisions will apply to all 
new loan applications, as well as other transactional requests for existing 

Section 232 projects (e.g., change of participants, Reserve for Replacement 

requests, etc.), received on or after January 5, 2017.  Additionally, the 
updated handbook provisions will apply to all projects in the Section 232 

portfolio, and to all lender/underwriter approval requests received on or 
after January 5, 2017.  

 
Handbook 4232.1 REV -1 ( here ) continues to improve the Section 232 

Program by updating and revising guidance that required further clarificat ion 
or that needed to better reflect program policy.  Minor corrections, 

grammatical errors, etc. were also made throughout the Handbook.  Below 
are some highlights of revisions in Handbook 4232.1 REV -1.  

 
Section I ï Introduction  

 
¶ Incorporates Housing Noti ce H -2015 -08 and Mortgagee Letter 2015 -16 

regarding Underwriter Approval Delegation (Section I, Chapter 2)  

 
Section II ï Production  

 
¶ Updates loan sizing and eligibility matters (Section II, Chapters 2 and 

3)  
o Updates existing guidance for debt seasoning and  bridge loans   

o Updates guidance on line of credit financing and specifically 
addresses REITs  

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh/42321
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o Provides guidance on the use of tax credits on 232 transactions  
o Identifies as ineligible those projects having a CMS special focus 

designation  
o Provides further de tails for allowable costs during cost 

certification  
o Updates guidance and references related to the Previous 

Participation Final Rule  
 

¶ Enhances underwriting in ways that foster improved asset 
management and servicing (Section II, Chapter 2)  

o More clearly art iculates expectations with regard to the 
experience and capacity of prospective owners and operators  

o Adds the requirement of HUD form 91128 -ORCF for consistency 
in method of estimating Initial Operating Deficit, and provides a 

solid basis for comparing pro jected and actual draws and 

intervening early on if necessary  
o Provides an optional process for delegating non -critical repair 

escrow administration to the FHA lender/servicer -- which makes 
ORCF consistent with Multifamily and fosters more efficient use 

of HUD staff time  
o Consistent with new documents, treats nonprofits as nonprofits 

for distribution purposes.  If for -profit underwriting benchmarks 
are met, they have limited ability to take surplus cash.  

 
¶ Updates environmental and related matters (Section II,  Chapter 7)  

o Revises the Subsurface Exploration/Geotechnical Investigation 
policy to be consistent with industry standards and MFH  

o Adds a new section to provide guidance on Radon Reports  
o Revises guidance language related to the environmental review 

process with the implementation of the new HUD Environmental 

Review Online System (HEROS).  
 

¶ Improves and clarifies property and professional liability insurance 
requirements (Section II, Chapters 14)  

o Adds depth and specificity to property insurance requirements, 
bringing HUD requirements in line with industry standards and 

making them more consistent with Fannie Mae property 
insurance requirements.   

 
¶ Sets forth updated Master Lease Requirements (Section II, Chapters 

13)  
o Includes clarifying language regarding alter natives to master 

lease when there is no operating lease   
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¶ Clarifies guidance on Insurance Upon Completion Section II, Chapter 
18)  

 
Section III ï Asset Management  

 
Revisions include updates necessary to correspond with those made in 

Sections I and II (e.g . environmental, Previous Participation, etc.).  Other 
revisions highlights are described below.  

 
¶ Lays out expectations of lenders in proactive monitoring and risk 

management (Section III, Chapter 4)  
o Sets forth expectations of lenders regarding financial s tatements 

and regarding notices of matters placing Permits and Approvals 
at risk (information that lenders now receive pursuant to the 

Accountability Rule)  

o Delineates specific review criteria for financial and operational 
data received, as well as timing a nd reporting requirements to 

HUD  
o Provides details regarding lender follow -up with borrowers to 

obtain action plans addressing financial or operational 
performance  

o Includes various provisions for lenders to get involved in 
addressing problematic issues as they arise.   (Though some 

lenders already do this sort of monitoring, standards will guide 
such reviews and foster consistency.)  

 
¶ Addresses various workout tools in detail, as well as lender 

involvement in such workouts (Section III, Chapter 4)  
¶ Specifically addresses loan modifications, staying substantially 

consistent with the Multifamily approach (Section III, Chapter 5)  

¶ Addresses master lease and accounts receivable financing issues in 
asset management (Section III, Chapters 9 and 10)  

¶ Revises óOptional Lender Delegated Approvalô processes and 
procedures for Reserve for Replacement and Non -Critical Repair 

releases (Section III, Chapter 3)  
¶ Amends Reserve for Replacement deposit and investment 

requirements (Section III, Chapter 3)  
¶ Broadens languag e for some Asset Management requirements to 

reference current governing protocols housed elsewhere within HUD 
(e.g. REAC, DEC, etc.) instead of specific details in the Handbook that 

would trigger actions, and may change over time in those originating 
locat ions (Section III, Chapters 3 and 6)  

 
Keywords:  Handbook 4232.1 REV -1 
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ROGER LUKOFF APPOINTED AS DEPUTY ASSISTANT 
SECRETARY FOR OFFICE OF HEALTHCARE PROGRAMS  

Principal Deputy Assistant Secretary for Housing Edward Golding has 
announced the appointment of Roger Lukoff as the new Deputy Assistant 

Secretary for Healthcare Programs .   Roger brings a wealth of experience to 
the position, experience in the Office of Healthcare Programs (OHP), DHHSôs 

Centers for Medicare and Medicaid Services (CMS) and the private sect or.  
 

Roger has led OHP as the Acting Deputy Assistant Secretary for Healthcare 
Programs since May 2016.   He joined HUD as Associate Deputy Assistant 

Secretary for OHP in 2010. In conjunction with the OHP Management Team, 
Roger developed and implemented org anizational policies, strategies, plans, 

and operating guidelines to address the leading national healthcare 
mortgage insurance programs.  

 
Prior to his HUD service, Roger was the Associate Regional Administrator at 

CMS, where he  was responsible for the Nor theast Consortium Survey, 

Certification and Enforcement Division, overseeing quality assurance and 
standards for hospitals, long term care facilities and other healthcare 

facilities and suppliers participating in federal health programs.  
 

Before joining CM S, Roger was a senior healthcare executive at a major 
integrated health delivery system in Pennsylvania. He is a Certified Fellow of 

the American College of Healthcare Executives.   He completed his 
undergraduate degree at the University of Massachusetts at  and his 

graduate degree at The George Washington University.   Roger also 
completed the Wharton Management Program in Business Administration at 

the University of Pennsylvania. He is an adjunct professorial lecturer in the 
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Graduate School of Public Health,  Department of Health Policy at George 
Washington University and in the School of Public Affairs, Department of 

Government at American University.  
 

Roger is extremely proud of the 161 -member FHA Healthcare Team 
supporting a health care facility portfolio o f over $32 Billion, including $3.7 

Billion in production during the past year.  
 

Please join HUD in congratulating Roger!  
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INTEREST RATE REDUCTION LOAN MODIFICATIONS  

Thank you for your help in making ORCFôs Interest Rate Reduction Loan 
Modification (IRR) program such a great success.  Now that the IRR program 

has been operating for a few years, ORCF has some helpful information to 
make the process even quicker for everyone involved.  

 
Document Submission  

When submitting documents to ORCF during any stage of the IRR process, 
keep all exhibits separate.  Do not combine the m into one PDF.  Do not use 

long file names or special characters other than hyphens, underscores, and 
periods.  Do not add cover sheets to your exhibits.  

 
You may need to submit documents to HUD via multiple emails if the 

attached files exceed 10MB.  You may also submit documents to ORCF via 
an online file transfer system.  

 

Lender Analysis and Recommendations  
Use the most recent template available on ORCFôs website.  Do not add a 

cover letter, table of contents, or any other additional pages to the 
beginn ing of the Lender Analysis template.  
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Recorded and Other Final IRR Documents  
After HUD issues the Final Approval Letter and you have completed the IRR, 

please remember to send the final IRR documents back to 
ORCFLoanModification@HUD.gov .  The email should include the recorded 

Modification Agreement, Allonge, and Final Approval Letter.  Be sure to 
include the effective date of the modification and the date of recordation.  I f 

there was no need to record a Modification Agreement because the security 
instrument does not state the interest rate, please explain this in the email 

and include the other attachments.  
 

This information is used to update all of HUDôs systems with the modified 
interest rate, and is a critical part of the IRR process.  

 
Project Capital Needs Assessment (PCNA)  

A PCNA is only required for the IRR submission if a PCNA or comparable 

reserve analysis (e.g., as found in a 232NC application) has not been 
sub mitted to HUD in the previous 10 years.  This PCNA requirement is an 

IRR program requirement, and the existing regulatory agreement has no 
bearing on whether a PCNA must be submitted.  

 
In order to start the IRR review as soon as possible, the PCNA can be 

submitted within 90 days of the IRR submission.  A sample PCNA special 
condition is as follows:  

 
Prior to closing, the borrower and lender shall provide a certification 

that states they will submit a PCNA in accordance with the ORCF 
PCNA Statement of Work, as well as a timeline of repair completion 

with sources of funds.   The certification must state that the borrower 
and lender will submit these items to the lenderôs assigned HUD 

Account Executive by [date 90 days from IRR submission].  The 

certification mu st also state that the borrower and lender understand 
that if HUD reviews the IRR package and issues a Preliminary 

Approval Letter, the PCNA and timeline for completion must be 
submitted to the HUD Account Executive, even if the loan is not 

modified.  
 

Bala nce Sheets  
Balance sheets are no longer a required IRR exhibit.  

 
GNMA Guidance Letters  

Although the lenders are responsible for compliance with any applicable 
GNMA requirements, ORCF does not require a GNMA Guidance Letter as an 

IRR exhibit.  
 

mailto:ORCFLoanModification@HUD.gov
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Other Asset M anagement Actions  
The IRR program is for interest rate reductions only.  The ORCF IRR reviewer 

will not combine other asset management actions with the IRR review.  
Submit TPAs, AR financing, and other asset management actions to your 

assigned HUD Account Executive.  Existing asset management actions or 
issues that may impact the processing of your IRR must be addressed with 

your assigned HUD Account Executive prior to submission of the IRR.  When 
you submit the IRR for review, explain the plan you have wor ked out with 

your assigned HUD Account Executive for processing these actions 
concurrently.  

 
Incomplete and Incorrect IRR Submissions  

The IRR program is a streamlined program.  ORCFôs intent is to allow you 
and the borrower to modify your interest rate as soon as possible.  To 

accomplish this, ORCF needs IRR submissions to include all required 

exhibits, and expects the exhibits to be correct.  
 

The exception for submitting an IRR without a required PCNA is explained 
above.  If extraordinary circumstances wil l not allow you to provide another 

exhibit at the time of IRR submission, you may email a request to provide an 
incomplete IRR submission to Corley.D.Audorff@hud.gov  and 

ORCFLoanModification@hud.gov .  If ORCF agrees to review an incomplete 
IRR submission, a special condition will almost always be add ed to the 

Preliminary Approval Letter requiring that the missing exhibits be submitted 
prior to closing.  

 
An incomplete or incorrect IRR submission very often results in severe 

closing delays and a great deal of anxiety over extension fees.  For example, 
the lack of a signed Survey Affidavit of No Change at the time of the IRR 

submission is a good indicator that a major issue is being pushed to the 

closing stage, after rate - lock has occurred.   
 

Under no circumstances will extension fees or other timing pro blems be 
sufficient grounds for HUD to close an IRR without resolving any issues to 

ORCF and OGCôs satisfaction.  Please carefully consider the circumstances 
surrounding any missing exhibits or other issues that have not yet been 

disclosed to HUD when deci ding to rate - lock.   
 

Multiple Related IRRs  
If you plan to submit six or more IRRs for projects with a common principal, 

please contact Corley.D.Audorff@hud.gov  and 
ORCFLoanModification@hud.gov  early during your preparation.  ORCF can 

modify the review process to save everyone a great deal of ti me.  This has 
already been successfully implemented multiple times.   

mailto:Corley.D.Audorff@hud.gov
mailto:ORCFLoanModification@hud.gov
mailto:Corley.D.Audorff@hud.gov
mailto:ORCFLoanModification@hud.gov
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Thank you for participating in the IRR program.  ORCF wants this program to 

improve continuously for you and your borrowers.  If you have any 
suggestions, questions or concerns, please reach out to 

Corley.D.Audorff@hud.gov .   
 

Keywords:  IRRs, Loan Modifications, Loan Mods, Interest Rate Reductions  
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COMPLETE 3 - YEAR INCOME & EXPENSE HISTORY  

For existing projects, the Lender Narratives call for 3 full years of financial 
history plus any partial years.  Sometimes historical income and expense 

information is available  for a subject facility, but the lender does not 
consider it applicable because a prior operator or owner kept different 

accounting or a facilityôs operation has drastically changed.  The Lender 
Narrative should still include all of the prior three -year hi storical information 

and the underwriter should simply explain why some years are not 
applicable.  This historical information would be useful to HUD reviewers and 

loan committee members and provide a better overall picture of the recent 
history of the sub ject property.  Do not fill the historical tables with various 

trailing income and expense information in lieu of the needed 3 years of 

annual information.  
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FY 2016 ORCF PRODUCTION STATISTICS  

Production statistics for ORCF for Fiscal Year 2016 are available on ORCFôs 
web site:  FY 2016 Summary Statistics ( here ) and FY 2016 Closings ( here )  
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FROM THE CLOSING CORNER  

 

NEW Workload Manager for the ORCF Closing Team  

ORCF is proud to announce Jason Roth  as the new Workload Manager for 
the ORCF Closing Team!   Jason brings a wealth of experience not only as an 

mailto:Corley.D.Audorff@hud.gov
http://portal.hud.gov/hudportal/documents/huddoc?id=FY2016SumStat.xlsx
http://portal.hud.gov/hudportal/documents/huddoc?id=FY_2016_Lean_Closings.xlsx


  October 26, 2016  

   
 

Underwriter but as a Closing Coordinator for several years in ORCF and 
specifically the Section 232 Program.   Jo in us in congratulating Jason on 

his new role!  
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FINAL RULE AND PROCESSING GUIDE SET FORTH REVISED 
PREVIOUS PARTICIPATION REVIEW PROCESS; TRAINING 
IS SCHEDULED  
HUD has now published a Final Rule, available here, that revises HUDôs 

regulations for reviewing the previous participation in federal programs  of 
certain participants seeking to take part in multifamily housing and 

healthcare programs administered by HUDôs Office of Housing.  The Final 
Rule clarifies and simplifies the process by which HUD reviews the previous 

participation of participants that have decision -making authority over their 
projects.  The Final Rule, together with an accompanying Processing Guide 

(included as an Appendix to the Final Rule):  
 

¶ Clarifies which individuals and entities will undergo review,  

¶ Clarifies HUDôs purpose in conducting such review, and  
¶ Describes the review to be undertaken.   

 
By targeting more closely the individuals and actions that would be subject 

to previous participation review, HUD brings greater certainty and clarity to 
the process.  HUD also provides pro gram participants and HUD itself with 

flexibility in the necessary previous participation review for entities and 
individuals that is not possible in a one -size fits all approach.  Through this 

Rule, HUD replaces the current previous participation regulati ons in their 
entirety.  The Rule and accompanying Participation Guide will become 

effective on November 14, 2016.  

https://www.gpo.gov/fdsys/pkg/FR-2016-10-14/pdf/2016-24619.pdf
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HUD is offering training on the Rule and the Processing Guide on November 
7, 2016 from 1:00 to 3:00 p.m. Eastern Standard Time.  The training will be 

via webcast and will also be archived for later viewing.  You may access the 
training using the following links, which will not be active until 30 minutes 

before the scheduled start time:  
 

With Captions -  http://portalapps.hud.gov/HUDMediaChannel/liveplayer.jsp  
Without Captions 

-  http://porta lapps.hud.gov/HUDMediaChannel/liveplayer_secondary.jsp  
 

You may submit questions or suggestions related to the training to 
LeanThinking@hud.gov  by October 28, 2016, using the subject line 

ñPrevious Participation Webcast.ò  (If your questions relate to HUD 
Multifamily transactions, you will want to use the email box Multifamily has 

set up for this purpose, MF_PreviousParticipation@hud.gov.)  
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LENDER RELATIONSô NEW POINT OF CONTACT 
Mary Walsh has accepted the position of HUD Multifamily Director in the 
Southwest Region, effective September 4, 2016.  We are happy for Mary and 

know she will do extremely  well in that position.  The HUD Multifamily 
Officeðalong with the multifamily indus try --  is fortunate to have Mary in her 

new role.  
 

One of Maryôs key roles has been that of liaison to lenders.  This has been of 
critical importance so that ORCF can continue to improve its processes and 

so that you lenders, with feedback from ORCF, can do  so as well.  John 
Hartung, Director of the Policy and Risk Analysis Division has agreed to 

assume this function.  Beginning immediately, lender inquiries should be 
directed to John, preferably via email ( John.M. Hartung@hud.gov ).  The 

Policy and Risk Analysis division will also be responsible for providing annual 

reports to lenders regarding performance issues.  
 

Again, congratulations to Mary!  
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REVISED LENDER -LEVEL CERTIFICATIONS ARE NOW 
REQUIRED  
MAP Lenders and 232 lenders were provided the below message via email on 
August 5 th  by the Office of Housing.   Out of an abundance of caution, 

however, we are including it here as well.  
 

The Federal Housing Administration (FHA) implemented the final revisions to 
its Lender Annual and Initial Certifications effective August 1, 2016. The 

implementation follows FHAôs publication of a 30-Day Notice of Proposed 
Information Collection in the Federal Register  (Docket Number FR -5909 -N-

13 ) on March 15, 2016 . 
 

As clarified in HUD Handbook 4000.1 , FHA -approved lenders complete the 

Annual Certification at the end of ea ch fiscal year as a part of their overall 
recertification requirements using the Lender Electronic Assessment Portal 

(LEAP). As of August 1, 2016, all new LEAP recertification packages will 
reflect the revised certification statements.  

 
Lenders applying fo r new FHA approval complete the Initial Certification as 

part of FHA's Online Application . As of August 1, 2016, all new applicants 
must complete the revised certification st atements. The implementation may 

also affect some in -process applications.  
 

The revised certification statements are available for review on FHAôs 
ñAnnual Recertificationò and ñHow to Become an FHA-approved Lenderò web 

pages, which can be found under the ñApprovals & Renewalsò tab on 
www.hud.gov/lenders . The Office of Management and Budgetôs (OMB) 

approval documentation, including a Summary of Public Comments, can be 

accessed at www.reginfo.gov  by searching for OMB Control Number 2502 -
0005 under ñInformation Collection Review.ò 

 
Lenders with questions may contact the FHA Resource Center at 

answers@hud.gov  or (800) 225 -5342.  
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PROJECT CAPITAL NEEDS ASSESSMENT TO ADDRESS 
WATER QUALITY  
Section IV.E.2 of the PCNA Statement of Work  requires that matters needing 

correcting related to health and safety be detailed.   Drinking water is one 

https://www.federalregister.gov/articles/2016/03/15/2016-05779/30-day-notice-of-proposed-information-collection-fha-lender-approval-annual-renewal-periodic-updates
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such matter.   When a PCNA is submitted as an application exhibit, the report 
is expected  to address the safety of the facilityôs drinking water supply.  In 

this regard, documentation confirming that the facilityôs potable water supply 
meets local, state, and federal safe drinking water standards is to be 

included in the PCNA report or, in cas es where the water supply does not 
meet the applicable safety standards, corrective measures must be identified 

as a critical repair. The implementation of corrective measures must be 
completed and compliance with the applicable water quality standards mus t 

be confirmed prior to the loan closing.  
 

Keywords:  PCNA, Health and Safety, Water Supply  
 

Back to top  
 

ACCOUNT EXECUTIVE FACILITY ASSIGNMENT ï CONTACT 
LISTING  
As a reminder, please check for updated Account Executive Assignments on 
the Account Executive Facility Assignment ï Contact Listing posted on the 

Section 232 Pro gram website: Loan Servicing Guidance Home Page ( here ).  
Click on Account Execut ive Facility Assignments ï Contact Listing to 

download the spreadsheet.      
 

A number of Account Executive reassignments were recently made.  
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CMS PROVIDER AGREEMENT NUMBER  
As a reminder, please provide the CMS Provider Agreement Number (if there 
is one) in the contact sheet.  If it does not apply, please put ñN/A.ò  Many 

lenders have been missing this part.   It should be a 6 -digit number with no 
spaces/dashes/etc.  
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ORCF PRESENTATION ON WEBINAR ï SEPTEMBER 27, 
2016, FOCUSING PRIMARILY ON OWNER/OPERATOR 
COMPLIANCE ISSUES  
ORCF will make a presentation on a webinar on September 27, 2016.   The 
webinar will run from 2:00pm to approximat ely 3:00pm Eastern.   The 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing
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webinar is hosted by the American Health Care Association/National Center 
for Assisted Living and will be open to AHCA/NCAL members and 

nonmembers.   There is no charge for participation.    
The HUD presentation topics will include:  

¶ Requirements in connection with making capital improvements to an 

insured property  

¶ Requirements in connection with taking distributions from the facilityôs 

accounts.   

¶ Requirements regarding expenses ðreasonableness & nexus to facility   

¶ Financial reporting a nd record keeping requirements, including updates 

on electronic submission processes  

¶ Procedure for requesting HUD approval for  

 

o change in participants (e.g., change in owner, operator, agent)  

o secondary loans on a facility  

o changes in the licensed beds  

 

Registration for this webinar is available here . 
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GUIDANCE ON SHARED OPERATING EXPENSES IN THE 
OPERATOR HEALTHCARE REGULATORY AGREEMENT  

Paragraph 20, HUD 92466A -ORCF Healthcare Regulatory Agreement 
provides guidance for operators for ñBooks, Accounts, Financial Reports, and 

Financial Covenantsò (here ).  The provi sion addresses, among other matters, 
the documentation and reasonableness  of expenditures  for the particular 

project.  When multiple projects are sharing expenses, the parties must be 
very attentive to the implications of this provision on the allocation o f costs 

among the projects; each project can be allocated no more than its 
appropriate share of an expenditure benefiting multiple projects.   

 
In this regard, Lenders shall ensure that when projects share expenses (as 

when they are part of the same or adjacent buildings, or part of a continuum 

of care campus), the method of determining costs (for each significant 
account, whether by allocation an d/or direct charges with timecards, 

invoices, etc.) is established in legal documents such as shared use, 
operations, maintenance, access, cost or easement agreements (which must 

be reviewed and approved by ORCF prior to their execution).  
 

Common shared e xpenses to be described should include such items as 
nursing or other resident care staff, office or administrative staff and space, 

marketing (salaries, commissions, office space, expenses), maintenance 
staff and supplies, kitchen and meals, amenities suc h as chapels, theaters, 

barber and/or beauty shops, snow -plowing, and landscaping.  
 

http://portal.hud.gov/huddoc/92466a_orcf.docx
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If such written agreements do not currently exist, it is the responsibility of 
lenders to work with their borrowers to draft such documents to assure 

compliance with the Re gulatory Agreement ï Operator.      
 

It is also the responsibility of the lender to notify the ORCF Account 
Executive of the existence of shared expenses and provide any 

documentation that may be requested to assure compliance with the 
Regulatory Agreement  ï Operator.  

 
Keywords:  Shared Operating Expenses, HUD 92466A -ORCF, Healthcare 
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PROJECT CAPITAL NEEDS ASSESSMENT (PCNA) 
STATEMENT OF WORK UPDATE  

The Project Capital  Needs Assessment (PCNA) Statement of Work, Section 
232/223(f), has been updated, and is now dated May 10, 2016 (here ).   The 

following sections have been updated:  
 

¶ IV.B.3.e. ï Seismic Resistance Requirements .  The ASCE 31 reference 
has been corrected, and ASCE 41 -13 has been added when repairs are 

required.  
 

¶ IV.B.4 ï Compliance with the Department of Health & Human Services, 
Centers for Medicare & Medicaid Services, final rule entitled, ñFire 

Safety Requirements for Certain Health Care Facilities.ò  CMS amended 
their final rule for fire safety standards, and the Statem ent of Work 

now references the applicable Codes.  

 
All Firm Commitment Applications submitted after July 1, 2016, must utilize 

this updated Statement of Work.  
 

Key Words :   Seismic, Fire Safety  
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Non - Critical Repair Escrow (NCRE) Administration and Close - Out 

Process  
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In the June 24, 2015 Email Blast, ORCF announced that  administration of the 
Non -Critical Repair Escrow (NCRE) on all loans closed on or after July 20, 

2015, would be conducted by the ORCFôs Closing Team.  This task became 
part of the post -closing items handled by the assigned ORCF Closer and all 

submissions t o HUD related to the NCRE were to be submitted electronically 
to the following email box:   232NCRrequest@hud.gov .  

 
We are now approaching a year since implementation of this pr ocess and the 

deadline for completion of these repairs draws near for many 
projects.   Please keep in mind the following actions required for the final 

draw and closeout of these escrows:  
 

V On or before the one -year anniversary of closing and the deadline f or 
completion of all repairs covered by these escrows, please submit the 

final draw/closeout request to  232NCRrequest@hud.gov .   

 
V If the lender elects to provide a  six -month exte nsion based on 

adequate justification provided by the Borrower, please send a 
notification of the extension to 232NCRrequest@hud.gov .   

 
If you have any questions related to clo seout requests, please see the ORCF 

website -  NCRE section here  or email 232NCRrequest@hud.gov .   
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RETROSPECTIVE REVIEW ðIMPROVING THE PREVIOUS 
PARTICIPATION REVIEWS OF PROSPECTIVE MULTIFAMILY 
HOUSING AND HEALTHCARE PROGRAMS PARTICIPANTS; 
SUPPLEMENTAL NOTICE OF PROPOSED RULEMAKING 
PUBLISHED MAY 17, 2016  
A Supplemental notice of proposed rulemaking, [FR ï5850 ïNï03] RIN 2502 ï

AJ28, ñRetrospective Review- Improving the Previous Participation Reviews of 
Prospective Multifamily Housing and Healthcare Programs Participants; 

Supplemental Notice of Proposed Rulemaking,ò was published on May 17, 
2016 ( here ).  This document opens the public comment period  solely for the 

provisions in the Processing Guide (Guide), which address es concerns that, 
although the proposed rule provided greater flexibility, it lacked the 

specificity and clarity  to which HUD committed .  HUD is seeking comments 
on the Guide, which p rovides the specificity and clarity requested.  

 

This Guide supplemen ts HUDôs Previous Participation Review regulations in 
24 CFR part 200, subpart H .  The Guide defines controlling particip ants for 

previous participation review, n ew flag approval, and rej ection guidanc e and 
flag protocols in federal programs of cer tain participants seeking to take part 

in multifamily housing and healthcare programs administered by HUDôs 
Offic e of Housing.  The Guide aids in clarifying  and simplifying the process by 

which H UD re views previous participation of participants that have de cision 
making autho rity over their projects as one component of  HUDôs 

responsibility to assess financial and operational risk to projects in  these 
programs.   Comments are due by June 16, 2016.  An easy to read version of 

the notice is posted on HUDôs website here . 

https://www.gpo.gov/fdsys/pkg/FR-2016-05-17/pdf/2016-11346.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=prevpartnotice.pdf
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Past Lean 232 Updates are available online . 

Have questions about the Lean 232 Program? Please contact 

LeanThinking@hud.gov . 

For more information on the Lean 232 Program, check out: 

http://www.hud.gov/healthcare . 

Have your loan servicing colleagues joined our email list? The Email Blasts 

contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 
safeguard our lists and do not rent, sell, or permit the use of our lists by 

others, at any time, for any reason.  If you wish to be taken off this mail list, 

please go here . 
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¶ Handbook 4232.1 Draft Revisions Posted on ORCF Policy Drafting Table 
 

 

 

(ÁÎÄÂÏÏË τςσςȢρ $ÒÁÆÔ 2ÅÖÉÓÉÏÎÓ 0ÏÓÔÅÄ ÏÎ /2#& 0ÏÌÉÃÙ 
$ÒÁÆÔÉÎÇ 4ÁÂÌÅ 
Since the publication and implementation of Handbook 4232.1 in September 2014, ORCF has 

been continually reviewing and considering areas that required further clarification or needed 

updates to reflect recently developed program policy.  As a result, ORCF has proposed draft 

revisions that are now posted on ORCFôs Policy Drafting Table (here).  ORCF invites all 

industry partners to provide voluntary feedback by  no later than June 1, 2016.  Industry 

feedback has been a critical component to ORCFôs highly successful administration of the 

Section 232 program to date.  With feedback from our industry partners, ORCF will be better 

able to assess the possible effects of the proposed policies.  To submit voluntary feedback, please 

follow the instructions on ORCFôs Policy Drafting Table.    

 

Please note, the draft revisions posted on ORCFôs Policy Drafting Table are not final and will 

still need to go through full Departmental clearance before publication and implementation.  

Readers should not assume that the draft directives will indeed be pursued. 
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3ÁÌÅÓ (ÉÓÔÏÒÙ ÉÎ ÔÈÅ !ÐÐÒÁÉÓÁÌ 
A common issue with appraisal reports is that they are not compliant with the sales history 

reporting requirements found in Handbook 4232.1, Section II, Chapter 5.3.R.3.  The Handbook 

states, ñthe sales price must be analyzed.  If the property has sold within 3 years, or within the 

date range of the comparable sales, the price per unit/bed, capitalization rate, marketing time and 

market exposure must be provided.ò  Depending on the details of the transaction is may also be 

necessary to comment on how the property was marketed, the volume of market interest, which 

assets were included/excluded from the transaction, and if there were any special conditions or 

terms.  Many appraisals report the subjectôs most recent sale but fail to include all sales, 

agreements of sale, options, listings, within a three-year period.  Under the Uniform Standards of 

Professional Appraisal Practice (USPAP) it is not sufficient to simply report the subjectôs sales 

history.  USPAP requires that if the required information is not available, the efforts made to 

obtain the information must be presented. When the information is irrelevant, its lack of 
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relevance must be explained.  Failure to meet to these requirements will require appraisal 

revisions which will increase the processing time. 
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/2#& !ÎÔÉÃÉÐÁÔÅÓ 2ÉÓËÓ ÔÏ 3.&Ó ÉÎ #ÏÎÎÅÃÔÉÃÕÔ  
ORCF would like to make the industry aware that the 232 portfolio has been adversely impacted 

by the State of Connecticutôs efforts to diversify and ñright-sizeò skilled nursing 

facilities.  ORCF anticipates Lenders will address the potential impacts on a facility resulting 

from the Stateôs efforts to rebalance the provision of long-term care toward home and 

community based settings in their Lender Narrative.  Lenders should discuss these risks under 

Other Risk Factors Identified by Lender or where the Lender Narrative states: ñDiscuss any 

departures from historical reimbursement, mix and trends here.ò  Among the resources Lenders 

may use in addressing the long-term financial viability of a project in Connecticut is the State of 

Connecticut Medicaid Long Term Care Demand Projections Databook (here), last updated on 

August 12, 2014.   
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1ÕÁÌÉÔÙ #ÏÎÔÒÏÌ 2ÅÖÉÅ×Ó 5ÐÄÁÔÅ 
Quality Control Plans and Reviews are a requirement of every lender participating in Section 

232, per Handbook 4232.1, Section I, Chapter 2.9.  ORCF will consider waiver requests to 

forego the 2015 QC Review from any Section 232 lenders with only one commitment/closing of 

a Section 232 project in 2015.  If a lender wishes to pursue waiver consideration under this 

condition, the lender must send a completed HUD-2-ORCF waiver to Mary Walsh, Lender 

Relations Liaison by July 1, 2016.   

 

Keywords: Quality Control Review 

Back to top 

 

/2#& 2ÅÍÉÎÄÓ ,ÅÎÄÅÒÓ ÏÆ 2ÅÑÕÉÒÅÄ 2ÅÐÏÒÔÉÎÇ ÏÆ 3ÔÁÔÅ 3ÕÒÖÅÙ 
&ÉÎÄÉÎÇÓ  
ORCF would like to remind the industry of the reporting requirements for State Inspections of 

Section 232 FHA-Insured projects found at Handbook 4232.1, Section III, Chapter 3.10.5.  As it 

pertains to Licensed Nursing Facility surveys, reporting is only required when a survey has any 

findings higher than a ñGò level or any repetitive ñGò level or higher findings from prior 

surveys.  Lenders should anticipate a communication from the Operator within two business days 

of receipt of a notice, report, survey or other correspondence from the governmental entity (e.g. 

Notice of Imposition from the Centers for Medicare & Medicaid Services (CMS)).  Consistent 

http://www.ct.gov/dss/lib/dss/pdfs/ct_ltc_appendices_2014_08_12_final.pdf
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with the Section 232 Handbook, ORCF anticipates that the Lender will notify the ORCF 

Account Executive of any finding that poses an immediate threat to licensure or funding, and that 

the Lender will notify the AE as soon as the facility is back in Substantial Compliance.   

 

Keywords: State Inspections, CMS Oversight 
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4ÒÁÉÎÉÎÇ /Î ÔÈÅ 3ÕÂÍÉÔÔÁÌ ÏÆ 1ÕÁÒÔÅÒÌÙ /ÐÅÒÁÔÏÒ &ÉÎÁÎÃÉÁÌ 
3ÔÁÔÅÍÅÎÔÓ 4ÈÒÏÕÇÈ ÔÈÅ ςσς (ÅÁÌÔÈÃÁÒÅ 0ÏÒÔÁÌ 
Servicing lenders began submitting quarterly operator financial statements to ORCF in May 

2015.  At that time, the servicing lender was required to submit 23 data elements (defined on 

ORCFôs website) to the 232 Healthcare Portal, on each loan they serviced each quarter.  Based 

on industry and ORCF collaboration, this amount has been drastically reduced to 8 key data 

elements.  Consequently, HUD intends to provide training for lenders and operators in mid-May 

2016 on the new 8 key data submission elements.     
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/2#& #ÏÒÒÅÓÐÏÎÄÅÎÃÅ 3ÈÏÕÌÄ #ÏÎÔÉÎÕÅ ÔÏ 5ÓÅ 
,ÅÁÎ4ÈÉÎËÉÎÇͽÈÕÄȢÇÏÖ 
As part of the Office of Multifamily Housing Transformation, various regional/state email boxes 

have been set up for industry questions.  Although those mailboxes are for Multifamily 

questions, some Section 232 questions have also been submitted there.  To avoid delays in 

getting your ORCF issues addressed, please be sure to use the ORCF mailbox, 

LeanThinking@hud.gov.  If your question relates to a project in ORCF underwriting review or 

asset management, you should contact the assigned ORCF staff directly. 
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15. State of Connecticut Medicaid Long Term Care Demand Projections Databook 
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Past Lean 232 Updates are available online. 
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Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov. 

For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare. 

Have your loan servicing colleagues joined our email list? The Email Blasts contain information 

relevant to them as well. You might suggest they Join here. 

We hope that you will want to continue receiving information from HUD. We safeguard our lists 

and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you 

wish to be taken off this mail list, please go here. 

 

mailto:LeanThinking@hud.gov
http://www.hud.gov/healthcare
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
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LEAN 241(A) PROCESSING RESUMES, WITHOUT NEED FOR 
INDEPENDENT REVIEW OF COLLATERAL MODIFICATIONS  
A June 24, 2015 Email Blast article addressed an issue that GNMA had raised 
regarding collateral modifications of multifamily and healthcare loans in 

mortgage -backed securi ties that are included in GNMA REMIC Trusts.   That 
article spoke to GNMA concerns and the fact that GNMA was conducting a 

transaction -by - transaction independent review of collateral modifications of 
each such loan, particularly each Section 241(a) loan.  

 
I n its 12/30/15 All Participants Memorandum  and again in its 1/27/16 

Multiclass Participants Memorandum , GNMA has now announced that it is 

ceasing this review, based on clarification the I RS had provided through a 

http://ginniemae.gov/doing_business_with_ginniemae/issuer_resources/Pages/mbsguideapmslibdisppage.aspx?ParamID=65
http://www.ginniemae.gov/doing_business_with_ginniemae/investor_resources/Pages/mpmslibdisppage.aspx?ParamID=12
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ñgeneral information letter.ò  In that letter ( here ), the IRS explained that 
collateral modifications of the m ultifamily and healthcare loans do not 

constitute modifications of the mortgage -backed security certificates that are 
included in Ginnie Mae REMICs.  Thus, a change in the collateral for the 

underlying mortgage(s) is not a change in the mortgage -backed sec urity 
that backs the REMIC.  

 
In light of GNMAôs determination to cease these reviews, ORCF is back to 

processing Section 241(a) loans through its Lean process, and stands ready 
to do so with an underwriting team concentrating on these and other 

healthcare loans that involve new construction, additions and improvements.  
 

Keywords:  241(a)  
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HISTORICAL FINANCIAL PERFORMANCE IN LENDER 
NARRATIVE AND DECISION CIRCUIT MUST BE 
CONSISTENT WITH THE OWNERôS CERTIFIED OPERATING 
STATEMENTS  
The historical financial performance summarized in the lender narrative and 

decision circuit must match the ownerôs certified operating statements.  It is 
acceptable to combine categorized expenses and exclude depreciation, 

interest, debt service, income based taxes, and expenses similar 
thereto.   Historical management expenses, rea l estate taxes, capital 

improvements, and reserve for replacement however must be reported 
based upon the certified operating statements without offset or change.   The 

decision circuit will normalize some expenses, which is allowed. Otherwise 
the history w ill reflect actual operations without adjustment. Any income or 

expenses that are considered by the appraisal or underwriter to be atypical 

should be adequately described and supported in the appraisal and the 
decision circuit narrative.  

 
Keywords:  Histori cal Financial Performance, Ownerôs Certified Operating 

Statements  
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UPDATED LENDERôS ARCHITECTURAL REVIEWER AND 
COST ANALYSTôS SOW ï NEW CONSTRUCTION, 
SUBSTANTIAL REHABILITATION, AND 241(A)  
At the suggestion of ORCFôs Appraisal team, the Lenderôs Architectural 

Reviewer and Cost Analystôs SOW ï New Construction, Substantial 

http://portal.hud.gov/hudportal/documents/huddoc?id=IRS_11-23-2015.pdf
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Rehabilitation, and 241(a), has been updated ( here ).  Section IV.A.1. now 
includes language regarding existing or proposed Aboveground Storage 

Tanks (AST) containing hazardous substances of an explosive or fire prone 
nature, locate d on -site or directly visible from the site.  

 
All Firm Commitment Applications submitted to HUD after February 29, 

2016, must use this revised document dated December 16, 2015.  
 

Any questions regarding ASTôs should be directed to Terry Bessette, ORCF 
Senio r Appraiser, at (401) 277 -8312, or Terry.L.Bessette@hud.gov . 
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UPDATED LENDERôS PRE-CONSTRUCTION CONFERENCE 
AGENDA  
The Lenderôs Pre-Construction Conference Agenda has been revised, and is 

dated December 16, 2015 ( here ).  Improvements have been made to the 
following topics: Initial Start Date, Inspection and Supervision by Project 

Architect, Change Orders, and As -Built Survey.  
 

Remember, the Lenderôs Pre-Construction Conference Coordinator works 
with ORCFôs Construction Manager, Michael Peeler, to schedule and conduct 

the Conference.   The Conference is scheduled only after a date for Initial 
Closing has been set, or an Early Start or Early Commencement  has been 

approved, and shall be no earlier than one week prior to Closing and the 
start of construction.  

 

All Conferences conducted after February 29, 2016 shall use this new 
Agenda.  
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UPDATED ORCF CLARIFICATION ON DESCRIBING STATE 
REGULATORY AND FUNDING RISK AND MITIGATION  
In the September 23, 2015 Email Blast ( here ), ORCF provided the industry 

with the State Risk Summary Grid to provide suggestions on how to address 
and mitigate funding and regulatory risks.  The questions to consider 

contained in the grid drew attention to some potential risks and approaches 
to con sider for a number of facility characteristics.   

http://portal.hud.gov/hudportal/documents/huddoc?id=LenArCsReSOW.doc
mailto:Terry.L.Bessette@hud.gov
http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Con_Agenda.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=SeptEmailBlast09232015.docx
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Over the last several months, ORCF has contacted Lenders and requested 

responses to these questions to consider when projects under firm 
application review exhibit the characteristic identified in the summ ary grid.  

Based on the responses provided and subsequent underwriting reviews of 
these projects, ORCF provides the following updated state risk summary 

grid.  This grid is not meant to limit the extent of the Lenderôs inquiry; ORCF 
expects Lenders to addr ess State budget and regulatory constraints, 

including but not limited to Medicaid reimbursement delays, as appropriate.   
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Updated State Risk Summary Grid  
(Print Version here )  

 

State Risk Category  Facility Characteristics  Questions to Consider  
Medicaid Waivers ï Final 
Home and Community -
Based Services Rule -  high 
Medicaid Census & combos 
including SNF beds  

¶ Non -SNFs with Medicaid Waiver 
residents and either:  

o Concentrated MI/DD 
population (e.g., >=25%), or  

o Very high Medicaid Census 

(e.g., >=80%)  
¶ Combined SNF/ALFs with Medicaid 

Waiver residents w hose DSCR falls 
below 1.0 with a minimal decline in 
Medicaid Census or Rate   

(NOTE: CMS will require combined 
SNF/ALF settings to undergo ñheightened 

scrutinyò) 

Indicate whether facility is at risk of being unable to comply with 
the Rule.   
¶ Refer to the S tatewide Transition Plan ( here ), CMS 

response s to or approval of the Plan, State Regulatory 
language and State Medicaid Agency input, as applicable.   

¶ If unable to determine from the above, discuss the facility's 
compliance with HCBS Settings requirements ( here ).   

¶ If facility appears unable  to comply, demonstrate ability to 
operate without Medicaid Waiver residents.  

Money Follows the Person 
(MI/DD)  

Concentration of MI/DD population (e.g., 
>=25%) in either:  
¶ Combined SNF/ALFs  
¶ Projects with any Board & Care, or  

¶ Projects with ICF beds  

¶ If MI/D D residents are primarily non -elderly, how might 
facility be impacted by MFP, Balancing Incentives Program 
and other state ñrebalancingò efforts?   

¶ Are there constraints on facilityôs ability to serve other types 

of residents?   

¶ Is State Medicaid funding for MI/DD residents stable?*  

Money Follows the Person 
(Non -Elderly, Physically 
Disabled & Elderly)  

Projects with SNF beds whose DSCR falls 
below 1. 0 with a minimal decline in 
Medicaid Census or Rate  

¶ How might the facility be impacted by MFP, Balancing 
Incentives Program, nursing facility ñright-sizingò initiatives 
and other state ñrebalancingò efforts?   

¶ If the subject facility may be impacted, are t here any 

constraints on the facilityôs ability to serve other residents in 
these beds/units?  

Olmstead Plans, Cases & 
Settlement Agreements  

Projects with a concentrated MI/DD 
population (e.g., >=25%)  

Consider pending or resolved Olmstead cases, Settlement 
Agreements, Olmstead Plans and initiatives in the state:   
¶ Is the facility at risk of being unable to serve this 

population?   

¶ What constraints would limit the facilityôs ability to serve 
other types of residents?   

¶ What approaches would the facility employ to serve new 
residents if no longer able to serve an MI/DD population?*   

*NOTE: For SNFs, ORCF determines concentration of MI/DD residents using data from CMS Form 672 related to the Mental Status of 

residents.  If the CMS Form 672 indicates a concentration of MI/DD residents, but the subject facility does not actually serv e this population, 
please provide evidence of the number of residents with primary and/or secondary psychiatric diagnoses . 

http://portal.hud.gov/hudportal/documents/huddoc?id=UpdtStRiskGrd.pdf
http://medicaid.gov/medicaid-chip-program-information/by-topics/long-term-services-and-supports/home-and-community-based-services/statewide-transition-plans.html
https://www.medicaid.gov/medicaid-chip-program-information/by-topics/long-term-services-and-supports/home-and-community-based-services/home-and-community-based-services.html
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RISK MANAGEMENT PROGRAMS  
Handbook 4232.1 and the current Operator Regulatory Agreement include a 
requirement that Operators must implement and maintain a risk 

management program.  While the current versions of the Lende r Narratives 
have not yet been updated to specifically include this discussion in the 

template, lenders are encouraged to discuss facility risk management 
programs, including appropriateness of the existing or proposed plan, with 

mitigation as necessary, i n order to address the HB and Regulatory 
Agreement requirements.   Loan defaults and claims have a high incidence of 

quality of care issues, and are therefore an important component of 
underwriting considered by Loan Committee.   Section II, Production,  2.5  

General Requirements, GG. Risk Management Program  (here ) as well as the 
Risk Management -Operator Regulatory Agreement Requirements Grid  (here ) 

provide guidance on the requirements and evaluation of risk management 
programs.  
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HARD COPY OF PRODUCTION APPLICATIONS NOT  
REQUIRED  
 

As a reminder, ORCF does not require, nor encourage, the submission of 
hard copy files for the overall mortgage insurance application submissions.  

The September 10, 2013 ( here ) and February 27, 2014 ( here ) Federal 
Registers announced comment periods regarding ñDocuments Eligible for 

Electronic Submissionò, and in those announcements (where no public 
comments were received on this topic), ORCF submitted t hat all Section 232 

mortgage insurance applications were required to be submitted 
electronically, and that there were only 13 legal closing documents that 

must also be submitted in hard copy format, with wet signatures.  The 

publications also included a br eakdown of estimated annual cost savings to 
HUD and lenders of $450,000 by no longer requiring the printing, shipping, 

processing and archiving of hard copy files, when electronic versions were 
already being required for review.  We firmly believe this tim e and cost 

savings is beneficial to both HUD and the healthcare industry, and remind 

http://portal.hud.gov/hudportal/documents/huddoc?id=42321s2c2HSGH.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=RiskMgtOperRegAgrReq.xls
https://www.gpo.gov/fdsys/pkg/FR-2013-09-10/pdf/2013-22024.pdf
https://www.gpo.gov/fdsys/pkg/FR-2014-02-27/pdf/2014-04237.pdf
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you that hard copy application submissions do not need to be provided, 
outside of the required 13 documents.  Please note that hard copies of all 

other types of applicatio ns, e.g. Asset Management applications, are still 
required and still must be submitted as detailed in the appropriate sections 

of Handbook 4232.1.  
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NEW  OPTIONAL LENDER SUBMISSION DOCUMENTS 
POSTED TO HUDCLIPS  
ORCF strives to communicate the publications and postings of ORCF 

documents to ensure that the industry is aware of the most current ORCF 

documents.  For example, ORCF announced the May 28, 2014 Email Blast 
the publication of Handbook 4232.1 and the subsequent Scrivener Error and 

Minor Edits publication in the October 30, 2014 Email Blast.  
 

As part of continuous improvement, ORCF has made additions to its 
Document Collection 2502 -0605.   Eight new documents have been added to 

the collection, via an official Change Request to the Office of Management 
and Budget (OMB).   This type of Change Reque st is for those documents 

that are not changing the burden or requirements to a collection, but may be 
providing a new standardized method for collecting information that is 

already necessary for HUD to review and approve certain types of 
situations.    

 
Below is a summary of those eight documents.   Again, they do not change 

the burden or requirements, and are for optional use at this time.   The 

documents may currently be found on HUDclips by their identified form 
numbers, and links to these documents are av ailable on ORCFôs Healthcare 

documents website ( here ).  
 

HUD - 90030 - ORCF ï Le nder Narrative, Capital Improvements  
The Borrower Regulatory Agreement (form HUD -92466 -ORCF), requires that 

prior HUD approval be granted before a Borrower may ñremodel, add to, 
subtract from, construct, reconstruct or demolish any part of the 

Projectéò  This new standard format will provide participants with the ability 
to submit a Lender Narrative that describes any capital improvements 

requested for a project.   The form addresses the information HUD has long 
relied upon to approve such improvements.  

 
HUD - 92071 - ORCF ï Management Agreement Addendum  

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/final_232_documents


February 29, 2016  
 

   
 

This new form is a standard format that may be added to Management 
Agreement, when submitted for HUD approval.   The provisions in this form 

are already required in various other documents throughout the Section 2 32 
Program Obligations (e.g. Borrower Regulatory Agreement HUD -92466 -

ORCF, Operator Regulatory Agreement HUD -92466A -ORCF and Management 
Certification HUD -9839 -ORCF).   However, Management Agreements are 

negotiated by the parties to each Section 232 Project,  and are not 
standardized; therefore, having all of the required provisions culminated in 

one, succinct addendum, allows the parties, via this HUD Addendum, to 
efficiently include all necessary and required HUD provisions are included.  

 
HUD - 92266 - ORCF ï Ap plication for Transfer of Physical Assets (and 

Lender Narrative)  
Although a current form HUD -92266 -ORCF, Application for Transfer of 

Physical Assets (TPA) is included in the Information Collection 2502 -0605, 

the form did not contain all of the necessary in formation for HUD to review 
and approval such a transaction.   The Borrower Regulatory Agreement, 

HUD-92466 -ORCF, again requires prior HUD approval for a TPA (change in 
Borrower), and HUD reviews the new Borrower participants in the identical 

way it would r eview an initial underwriting application for these 
participants.   Therefore, this updated format mirrors the information 

collected about a new Borrower during an initial application, and is in the 
format that ORCF participants are accustomed to submitting .  The 

information provided is already required; only the format is revised.  
Applicants are not required to use the portions of the form 92266 -ORCF 

beyond what was previously included, but since the information conveyed 
via those additions is information that the applicant would need to provide in 

any event, the applicant may find its use helpful.  
 

HUD - 92266A - ORCF ï Lender Narrative, Change of Operator/Lessee, 

and HUD - 92266B - ORCF ï Lender Narrative, Change of Management 
Agent  

Similar to a change in Borrowe r, the current Operator Regulatory Agreement 
(form HUD -92466A -ORCF) also requires prior HUD approval of a change in 

Operator or Management Agent.   The information in these two new forms is 
again already required for HUD approval, and mirrors what would be 

reviewed regarding an Operator or Management Agent at the time of initial 
underwriting application; however, a standard format for this review was not 

included in the original Collection.   Providing the information in the similar 
format to the initial appl ication submission provides continuity in the 

Program, and consistency in the format of information collection.  
 

HUD - 92435 - ORCF ï Lenderôs Certification, Insurance Coverage 
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Per the Section 232 application requirements (e.g. Lender Narrative, Section 
232/22 3(f) Refinance HUD -9002 -ORCF), all Lenders are required to verify 

insurance coverages for a Project, prior to loan closing.   This concise form 
allows for a streamlined certification that this verification has taken 

place.   This standard certification reduc es the additional submission of 
supporting material, and allows the Lender to more efficiently complete the 

loan closing process, while still meeting all required review criteria.  
 

HUD - 93334 - ORCF ï Servicerôs Notification to HUD of Risks to 
Healthcare Proj ect and Action Plan for Remedy  

Section 232 Program Obligations (e.g. Operator Regulatory Agreement HUD -
92466A -ORCF), and in severe instances, HUD regulations such as 24 CFR 

232.1015, already require Servicers/Lenders to notify ORCF when the FHA -
insured fac ility is at risk (e.g. failure to file financial statements or make 

lease payments, threat of bankruptcy or abandonment of the facility, 

termination of insurance, etc.).   When these risks arise, the Borrower and/or 
Operator and Servicer/Lender are expected  to establish an action plan for 

remedy, and to notify HUD of the situation, circumstances and plan of 
improvement.   This standardized form allows for ease of reporting such 

information, addressing what ORCF requires in understanding the situation, 
as well  as the related action plans for improvement.   Only the appropriate 

and applicable sections would be completed for a given situation.  
 

HUD - 93335 - ORCF ï Operatorôs Notification to HUD of Threats to 
Permits and Approvals  

Similar to the above form, this docum ent also allows for a standardized 
format in notifying ORCF of any threats to a Projectôs permits and approvals; 

however, this notification to ORCF is mandated by HUD regulation and 
Section 232 Program Obligations (24 CFR 232.1015 and Operator Regulatory 

Agreement HUD -92466A -ORCF, respectively), and is to occur within 2 

business days of the threat.   Having this format for reporting not only 
reduces the time necessary to report the information, but also allows for a 

narrative discussion of the circumstances and planned remedies, in a 
standardized ORCF document.  
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NEW STANDARDS FOR LAND TITLE SURVEYS  
Form HUD -91111 -ORCF calls for surveys to be in compliance with Minimum 

Standard Detail Requirements for ALTA/ACSM Land Title Surveys (Effective 
February 23, 2011).  These standards have been replaced by Minimum 

Standard Detail Requirements for ALTA/ACSM La nd Title Surveys (Effective 
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February 23, 2016) .  HUD will be revising our form to reflect the changes.  
In the interim ORCF will accept Title Surveys prepared to either standard.  If 

using the new standard during the interim the list of required ñTable A -  
Optional Survey Responsibilities and Specificationsò will remain the same 

except for the deletion of item 20a.  
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GUIDANCE FOR CATEGORIZING AN ACTIVITY AS 
MAINTENANCE  
Notice CPD -16 -02, ñGuidance for Categorizing an Activity as Maintenance for 

Compliance with HUD Environmental Regulations, 24 CFR Parts 50 and 58ò 

was issued February  8, 2016 and available (here ).  Notice CPD -16 -02 
supersedes the March 28, 2006 CPD policy memorandum on this subject.    
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FROM THE CLOSING CORNER  
Executed Firm Commitment to be Sent to Closer Mailbox  
In the spirit of continuous improvement, an electronic copy of the executed 

Firm Commitments  signed by the Lender/Borrower should now be sent to 
the Closer Mailbox at ORCFCloser@hud.gov .  Original copies should be 

submitted with closing package to the assigned HUD Closer.  This ñone stop 
shopò will ensure all executed commitments get to the assigned Closing 

Coordinator and will expedite closings.  
  

Key words:  Executed Firm Commitment, Closer Mailbox  
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Tool To Certify Insurance Coverage at Closing Now Available  
ORCF now has a tool to assist Lenders in Closing 232 loans.   The  HUD -

92435 - ORCF ï Lenderôs Certification, Insurance Coverage (See NEW 

OPTIONAL LENDER SUBMISSION DOCUMENTS POSTED TO HUDCLIPS 
above)  is now available to use to certify insurance coverage needed at 

closings.   This certification will expedite the closing process by allo wing 
Lenders to address Insurance Requirements without providing additional 

supporting material.   The HUD -92435 -ORCF will be accepted as the required 

http://portal.hud.gov/hudportal/documents/huddoc?id=16-02cpdn.pdf
mailto:ORCFCloser@hud.gov
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Proof of Insurances Exhibit in closing packages submitted to the ORCF 
Closer.   This is just another tool a vailable for use to expedite closing!  

 
Keywords:  92435, Lenderôs Certification, Insurance Coverage 
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https://www.gpo.gov/fdsys/pkg/FR-2014-02-27/pdf/2014-04237.pdf
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http://portal.hud.gov/hudportal/documents/huddoc?id=16-02cpdn.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=16-02cpdn.pdf


December 16, 2015  
 

   
 

 

HUDôs Lean 232 Program 

Office of Residential Care Facilities (ORCF)  

Update as of December 16, 2015  
 

 

 

December 16, 2015 Contents  

 
Official Reference to Handbook 4232.1  

Fiscal Year 2015 Lender Performance  

FROM THE CLOSING CORNER  

ORCF Closer Assignments  

Communication of Closing Deadlines  

Firm Commitment Extensions for Projects Without a Closer Already 
Assigned  

Document Links Included In This Blast  

 

 
 

OFFICIAL REFERENCE TO HANDBOOK 4232.1  

In order to avoid confusion, please use the off icial reference to the Section 

232 HUD Handbook as ñHandbook 4232.1ò when submitting documents to 
ORCF.  References to other unofficial names such as ñLEAN Handbookò and 

ñLEAN Guideò may cause confusion and are not the official name. 
 

Keywords:  Handbook 4232.1  
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FISCAL YEAR 2015 LENDER PERFORMANCE  

Fiscal Year 2015 closed with 291 initial endorsements completed under 
Section 232.  With regard to lender performance as assessed by the ORCF 

underwriting team, ORCF had a 13% error rate of all Firm Applications 
presented to Loan Committee, with Quality Control slightly surpassing the 

other performance metrics including Math Errors, Responsiveness, Due 

Diligence, Programmatic/Legal requ irements and 3 rd  party reports.  A review 
of all applications submitted revealed key patterns of issues identified below:  
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¶ Submitting the Firm Application  with missing items, including 
necessary waivers, legal documents, flood plain information, SHPO 

lett er, and Above Ground Storage Tank letter;  
¶ Failing to consistently review and validate 3 rd  party report information 

to ensure it is accurate and supportable, especially regarding 
appraisals;  

¶ Failing to fully address Risk Issues upfront, including declines (NOI, 
survey results) and 1 -Star facilities.  

¶ Weak quality review checks to verify internal consistency of numbers 
and documents.    

¶ Failing to provide full and responsive replies during the d eficiency 
period.  

 
Please be advised ORCF is exploring ways to further enhance the Firm 

Application underwriting review process, to ensure incomplete or otherwise 

deficient deals are not prolonging processing of other lendersô deals waiting 
in the queue.  Emphasis in the coming year will be placed on ensuring deals 

are ready for Firm Commitment and subsequent Endorsement, at the time 
they are submitted.  

 
For more information on specific lender volumes for 2015, please see the 

ñQueues, Reports, and Statisticsò section on the Section 232 Program 
website ( here ).  

 
Keywords:  FY 2015 Lender Performance  
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FROM THE CLOSING CORNER  

 

ORCF Closer Assignments  

ORCF would like to reiterate the steps to request ORCF Closer assignments.  
After you have submitted your draft legal package to the assigned HUD 

attorney and you are rea dy to submit a complete closing package to the 
ORCF closer, please email ORCFCloser@hud.gov  indicating the date that the 

legal package was sent.  ORCFCloser@hud.gov  will email you back (usually 

within 1 -2 business days) with a Closer assignment.  
 

Keywords:  Closer Assignments  
 

Communication of Closing Deadlines  

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care
mailto:ORCFCloser@hud.gov
mailto:ORCFCloser@hud.gov
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In an effort to better communicate and accommodate closing deadlines, 
ORCF and OGC ask that any hard (known/existing) deadlines that would 

impact the closing date be communicated to both ORCF and the assigned 
HUD Attorney.  When submitting the ORCF Closer assignment request (to 

ORCFCloser@hud.gov ) and the legal closing package, please include in the 
email to ORCF and the cover letter to the HUD Attorney, these hard 

(known/existing) deadlines that would impact the closing date of the project.  
This information will assist HUD in workload management.  The closing date 

will be set by the HUD Attorney after consultation with the ORCF Closer, but 
HUD will not close a transaction until all  program and legal requirements 

have been fully satisfied.  
 

Keywords:  Closing Deadlines  
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Firm Commitment Extensions for Projects Without a Closer Already 

Assigned  

As outlined in the January 28, 2014 Email Blast, for firm commitment 

extensions for projects that do NOT  have an ORCF Closer already assigned, 
please send the request to extend on Lender letterhead to 

ORCFCloser@hud.gov . 
 

The lenderôs request to amend the Firm Commitment to extend the deadline 
must include the reason for the delay and an explanation of how the delay 

can be resolved during the extension.   Amendments extending the time of 
the Firm Commitment must also include the following Handbook 4232.1, 

Section II, Chapter 9.3.B.1 st atement  that there has been no material 
change in the project or the underwriting of the project:  ñThe requested 

delay is not likely to change significantly the underwriting data on which the 

commitment was based or to undermine the feasibility of the pro ject due to 
a change in the market, inflation, or other factors affecting cost.ò 

 
Please Note : For amendment requests other than extensions, Lenders 

should wait until a closer has been assigned and then submit the 
amendment request to the closer.   Please r efer to the April 30, 2012 Email 

Blast for further guidance.  
 

Keywords:  Firm Commitment Extensions, Firm Commitment Amendments  
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29.  Section 232 Program website   
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FISCAL YEAR (FY) 2016 MORTGAGE INSURANCE 
PREMIUMS  

On October 2, 2015, the Office of Healthcare Programs and the Office of 

Multifamily Housing published a notice in the Federal Register ( here ) that 
announces no change  in the Mortgage Insurance Premium rates (MIPs) for 

Federal Housing Adm inistration (FHA) Multifamily, Health Care Facilities, and 
Hospital mortgage insurance programs that have commitments to be issued 

or reissued in FY 2016.   
 

FY 2016 MIPs are the same as in FY 2015.  This Notice does not apply to 

loans insured under the Ri sk Sharing programs of section 542(b) or 542(c) 
of the Housing and Community Development Act of 1992.  

 

http://www.gpo.gov/fdsys/pkg/FR-2015-10-02/pdf/2015-25149.pdf
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There are no changes to the rates, and therefore there is no comment period 
on this notice at this time.  

 
Keywords:  FY 2016 Mortgage Insurance Premiums, MIP  
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IMPLEMENTATION OF ELECTRONIC SUBMISSION OF 
DAVIS - BACON WAGE RATE CERTIFICATIONS  

On October 5 2015, Mortgagee Letter 2015 -25 ( here ) and Housing Notice H 
2015 -09 ( here ) were published on HUDClips regarding the Implementation 

of Electronic Submissio n of Davis -Bacon Wage Rate Certifications.  This 
Mortgagee Letter and Notice introduce an electronic means to submit the 

Davis -Bacon Prevailing Wage Payroll Certifications for federally funded 

and/or assisted construction projects receiving HUD grants, loa ns, loan 
guarantees and insurance.  

 
The software and systems tool is intended to improve HUDôs Davis-Bacon 

oversight and compliance by enabling the Office of Labor Standards and 
Enforcement (OLSE) to monitor and ensure compliance with Davis -Bacon 

wage rat es for all HUD directly -administered projects (Multifamily, Hospitals, 
Residential Care Facilities, Rental Assistance Demonstration (RAD), Sections 

202 and 811, and other assisted construction) that contain $2,000 or more 
in HUD funding or assistance. This  web -based subscription service ï called 

the Davis Bacon Electronic Certification Submission Program (ñECSPò and /or 
ñDavis Bacon ESCPò) will be used on all in-house contracts where staff 

performs the administration and enforcement of labor standards compl iance.  
 

The program will initially be implemented for new construction/substantial 

rehabilitation projects located in HUD regions VI (Southwest) and VII (Great 
Plains) that have yet to reach initial endorsement. (However, all program 

participants are invi ted to begin using the electronic submission of Davis -
Bacon payroll certifications for the submission of Davis -Bacon wage reports 

submitted to HUD beginning on the first business day following 30 days after 
the date of publication of the Mortgagee Letter a nd Housing Notice. i.e. 

Wednesday, November 4, 2015.    
 

Use of the Davis Bacon ECSP will be mandatory for all Davis Bacon Payroll 
certification submissions after March 30, 2016  for all projects that are less 

than 50% complete as of that date.  
 

Keywords:  Davis Bacon, Davis Bacon Electronic Certification Submission 
Program, ECSP  

http://portal.hud.gov/hudportal/documents/huddoc?id=15-25ml.pdf
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INSPECTION FEES ON 223(F) APPLICATIONS USING THE 
OPTIONAL PROCESS FOR DELEGATED ADMINISTRATION 
OF T HE NON -CRITICAL REPAIR ESCROW  

If the Lender elects to take responsibility for the Non -Critical Repair Escrow 

administration on an application, HUD will refund the inspection fee.  

Because the fee can be refunded, it should not be included in the transactio n 
costs on the Sources & Uses on the MILC.  For the HUD Inspection Fee line 

item include $0, noting the election to administer the escrow.  The fee to 
pay the PCNA provider for the inspection/report after the 

repairs/improvements are completed may be treat ed as an eligible 
mortgageable cost.  As a reminder, the Lenderôs Firm Commitment 

application must specify that the Lender will assume noncritical repair 
escrow administration on that particular transaction, and the Firm 

Commitment must include a Special C ondition acknowledging that the 
Lender has been approved to administer the NCRE.  

 
Please review Chapter 3 of the Asset Management portion of Handbook 

4232.1, Non -Critical Repair Escrow ï Chapter 3.2.4.G, for further details.  
The logistics of requesting Le nder approval are posted on HUD.GOV:  

Request for Optional Lender Delegated Review and Approval Process ( here ).  

 
Keywords:  Inspection Fees, Non -Critical Repair Escrow Administration  
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ORCF EXPECTS RACIAL COVENANTS TO BE REMOVED  

In ORCF, we have occasionally been presented with transactions in which 

some very antiquated and abhorrent covenant appears in the chain of title, 
restricting sale or occupancy of the property based on race, national origin 

or another characteristic protec ted by the Fair Housing Act.  We recognize 
that procedures for removing such covenants vary widely among states; in 

some states the process may be considerably more complicated and 
prolonged than in others.   

 
Nevertheless, ORCF expects covenants that run contrary to the Fair Housing 

Act or other civil rights laws to be removed.  To avoid delays in closing, the 
parties should discern early whether such covenants exist and, if so, 

immediately commence necessary a ctions to remove them.  Initiating this 
effort obviously involves having a title search conducted early in the 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing/NCR
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application process.  In the event that, despite such timely and ardent effort, 
the parties are not able to timely obtain removal of the covenant , then, in 

order to avoid a closing delay, ORCF would expect those efforts to be clearly 
documented and would expect documents to be executed affirmatively 

acknowledging the unenforceability of such provisions and repudiating them.   
 

Keywords:  Racial Cove nants, Fair Housing Act  
 

Back to top  
 

SUBMISSION OF ASSET MANAGEMENT REQUESTS AND 
TRANSACTIONS TO ORCF  

In many cases the Handbook requires direct lender involvement (e.g, 

transactions involving owner ship changes, Asset Management Chapter 7), 

while in all ðor nearly all --  other cases, even though not mandated, it is 
clearly good practice and extremely helpful to all parties.  In this regard, 

ORCF requests that Asset Management - related requests and trans actions 
(including Non -Lender delegated R4R release requests) be reviewed and 

submitted by the Lender ï not directly by the borrower, operator, or 
management agent.   

 
Keywords:  Asset Management  
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FINANCIAL STATEMENT FILING EXTENSION ANNOUNCED 
FOR OWNERS WITH 6/30/15 FYE DATE APPLIES TO 
SECTION 232  

The global extension for submitting financial statements posted on HUDôs 
Real Estate Assessment Center (REAC) Financ ial Assessment of Multifamily 

Housing (FASS) system website ( here ) pertains to owners who have projects 
insured under Section 232.  The posting pertains to BOTH  Section 232 and 

Multifamily properties, even though Section 232 is not mentioned specifically 
in the posting.   

 
Below is the language from the REAC FASS website:  

 

Global Extension for Owners with 6/30 /15 Fiscal Year Ends  
 

A recent security breach at the U,S. Department of Census has caused 
the Federal Audit Clearinghouse (FAC) to be taken down. As a result, 

submissions of Data Collection Forms and reporting packages are not 

http://portal.hud.gov/hudportal/HUD?src=/program_offices/public_indian_housing/reac/products/prodmf
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able to be made. FAC originally provided an extension until 
October 31, 2015, but theyôve since extended the due date to 

December 31, 2015 . Since the HUD Agreed -Upon procedures 
engagement performed on FASS submissions includes procedures 

comparing informat ion in the Data Collection Form to the information 
submitted to HUD via FASS, HUD is extending the due date for 

financial statements with fiscal year ending June 30, 2015, 
until December 31, 2015 . This is a global extension and will apply to 

all submission s including owner certified and audited.  
 

This may also impact December 31, 2014 audit submissions facing the 
9 month A -133 filing deadline which the FAC extended to December 

31, 2015 . If needed, those auditees should file for an extension 
electronically u sing the FASSUB.  

 

Keywords:  REAC, FASSSUB, Financial Statements Extension  
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FROM THE CLOSING CORNER  

 

Reminder  -  Maximum Threshold Deposit to Reserve for Replacement 

is $40,000  

As noted in the February 25, 2015 Email Blast, ORCF increased the Initial 
deposit/additional Deposit to Reserve for Replacements threshold to 

$40,000.   The increase was to help avoid small mortgage reductions when 
refinance closing costs unexpectedly go do wn.   As noted before, all 

amounts over $40,000 will be used to reduce the mortgage amount.   
 

Only on an exceptionally rare occasion, ORCF will consider allowing a further 
increase in this amount, on a discretionary basis, if the following criteria are 

met:  
 

ω The cost reduction could not be foreseen, was unexpected and 
unavoidable.  

ω The request is submitted in writing, a minimum of five business 

days prior to the targeted closing date,  in order to allow the ORCF 
Workload Manager, Underwriter and Closer time to  review and 

process the request.  
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For additional background, please see previously published Email Blasts on 
this subject originally published in the August 19, 2010 Email Blast and 

restated in December 19, 2013 Email Blast.  
 

Keywords:  Reserve for Replacement, Initial Deposit  
 

Back to top  
 

Post - Closing Documents -  Transaccess CDs  

Please note that ORCFôs electronic documents provider has changed from 

PSL Inc. to the Nolan Group.  The HUD Attorn ey Closing Checklists have 
been updated (Refinances here , New Construction/Sub Rehab/Blended Rate 

here ).  Please pay special attention and continue to send in CDs or PDF 
copies per the checklist instructions.    

 

Keywords:  Transaccess CD  
 

Back to top  

 
DOCUMENT LINKS INCLUDED IN THIS BLAST  
 

30.  Fiscal Year (FY) 2016 Mortgage Insurance Premiums  

31.  Mortgagee Letter 2015 -25   
32.  Housing Notice H 2015 -09  

33.  Request for Optional Lender Delegated Review and App roval 
Process  

34.  REAC FASS System Website   
35.  Handbook 4232.1  

36.  Management Certification (Form 9839 -ORCF) 

37.  HUD Attorney Closing Checklist ï Refinances   
38.  HUD Attorney Closing Checklist ï NC/SR/BR  

 
Back to top  

 

 

 

http://portal.hud.gov/hudportal/documents/huddoc?id=OGC_ClosingCheckist_Refi.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=AttorneyChecklistNC.docx
http://www.gpo.gov/fdsys/pkg/FR-2015-10-02/pdf/2015-25149.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=15-25ml.pdf
http://portal.hud.gov/hudportal/documents/huddoc?id=15-09hsgn.pdf
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing/NCR
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing/NCR
http://portal.hud.gov/hudportal/HUD?src=/program_offices/public_indian_housing/reac/products/prodmf
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh/42321
http://portal.hud.gov/huddoc/9839_orcf.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=OGC_ClosingCheckist_Refi.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=AttorneyChecklistNC.docx


September 23, 2015  
 

   
 

 

HUDôs Lean 232 Program 

Office of Residential Care Facilities (ORCF)  

Update as of September 23, 2015  
 

 

 

September 23, 2015 Contents  

 
ORCF Provides Clarification on Describing State Regulatory and Funding Risk 

and How It Will Be Mitigated  

Document Links Included In This Blast  

 

 
 

ORCF PROVIDES CLARIFICATION ON DESCRIBING STATE 
REGULATORY AND FUNDING RISK AND HOW IT WILL BE 
MITIGATED  

As the industry is well aware, key risks in the context of residential care 

facilities (facilities which are regulated by and heavily funded by states) are 
risks of state funding and regulatory changes.  These concerns were 

addressed in the May 31, 2012 and October 31 Email Blasts.  Then the 
concerns were fully addressed in revisions to the Lender Narratives during 

the extensive ORCF Paperwork Reduction Act d ocument revision process.   
 

The Lender Narratives now set forth the Lenderôs obligation to describe risks 
and to identify appropriate mitigation to those risks.  In this regard, the 

223(f) Lender Narrative ( here ) states, for example, on page 16 of 84, under 

Other Risk Factors Identified by Lender, ñProvide discussion on other risk 
factors identified by the lender and how they are mitigated. ò  Additionally, 

pages 26  and 27 of 84 require the Lender to ñDiscuss any departures from 
historical reimbursements, mix, and trends hereò, to further ñIdentify any 

anticipated changes to the reimbursement rateéProvide narrative discussion 
of conclusionò and ñProvide narrative discussion of the stateôs 

reimbursement system and how the subjectôs or tenantôs rate is 
determinedéIdentify any anticipated changes to the reimbursement 

rateéò(Please note that Lender Narratives for other 232 programs have 
analogous language.  See for exampl e, pages 43 -47 and 57 -58, of the 

Blended Rate, single stage Lender Narrative ( here ).)  

http://portal.hud.gov/huddoc/9002_orcf.docx
http://portal.hud.gov/huddoc/9008_orcf.docx
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Lenders have in recent months sought advice from HUD about ways to 

address, in the Lender Narrative, state funding and regulatory risks, in light 
of recent and ongoing regulatory and funding changes.  Such changes 

include, for example, state government budgetary constraints and related 
concerns about government provider payments.  Additionally, continuing 

efforts by the Centers for Medicare and Medicaid Services (CMS) and State 
Medicaid Agencies to ñrebalanceò the provision of long- term supports and 

services toward home and community -based settings consistent with the 
Olmstead deci sion (through, for example, the Home and Community -Based 

Settings Final Rule and the Money Follows the Person Program) have, in 
some cases, contributed to growing uncertainty about the viability of some 

residential care facilities.  
   

In this regulatory a nd funding environment, and in response to industry 

requests for further clarification on how to address and mitigate funding and 
regulatory risks, ORCF is offering, in the State Risk Summary Grid below, 

suggestions on how to address funding and regulatory  risks associated with 
various characteristics.  These are merely suggestions of potential risks and 

approaches to consider; a Lender may know that in a particular case such an 
approach/mitigant would be insufficient, or that alternative, preferable 

mitiga nts exist.  What is vital is that the Lender appropriately addresses 
risks as directed in the Lender Narrative.  If the Lender Narrative discussion 

is not thorough, then extensive subsequent communication with the HUD 
reviewer may be necessary, thus slowin g the review process.  

 
 

While every deal presents its own unique strengths and risks, certain state 
regulatory and funding risk environments may warrant substantial mitigation 

when the long - term viability of a residential care facility is still in 

questio n.   Possible mitigants that the Lender may  want to consider in such 
extreme cases may include: reduced mortgage amount/ increased debt 

service coverage, long - term debt service escrow, demonstrated market and 
capacity for serving different resident mix (e.g., non -MI/DD population), 

demonstrated abi lity to reduce reliance on Medicaid or Medicaid Waivers and 
demonstrated ability to maintain healthy debt service coverage with fewer 

beds.  
 

 
State Risk Summary Grid  

 

State Risk Category  
Facility 
Characteristics  

Questions to Consider  



September 23, 2015  
 

   
 

Medicaid Waivers ï 
Final Home and 

Community -Based 
Services Rule & 

high Medicaid 
Census  

Non -SNFs or 
Combos including 

SNF beds with 
Medicaid Waiver 

residents and 
either: 1) 

concentrated 
MI/DD population 

(>=25%) or 2) 
very high Medicaid 

Census (>=80%)  

Does the subject  facilityôs 
State Transition Plan 

(found here ) address the 
stateôs compliance and/or 

the stateôs efforts to 
comply with the Final 

Home and Community -
Based Services Rule?  Is it 

anticipated that the 
subject facility and/or the 

subject facility type will be 

compliant with the stateôs 
plan?  Is the  long term 

viability of the Medicaid 
Waiver Program at risk for 

such facilities?  Does the 
subject facility exhibit the 

ability to operate without 
Medicaid Waiver residents?  

   

Medicaid 
Reimbursement 

Delays  

Projects with SNF 
beds in states with 

a pattern of 
extensive 

reimbursement 
delays without AR 

Financing  

Does the project 
demonstrate the ability to 

handle delayed payments 
without AR Financing?  

State Budgetary 
Constraints  

Projects with SNF 
beds that have 

Medicaid Census 
of 80% or more, 

or whose  DSCR 
falls below 1.0 

with a decline of 
5% or less in 

Medicaid Census 
or Rate  

Does the owner/operator 
have a plan for working 

through rate reductions, 
rate freezes or changes in 

eligibility?  Does the 
facility demonstrate an 

ability to remain viable, as 
evidenced by a Sensitivity 

Analysis showing how 
income, expenses and NOI 

would be impacted by the 
above changes?  

http://www.medicaid.gov/medicaid-chip-program-information/by-topics/long-term-services-and-supports/home-and-community-based-services/statewide-transition-plans.html
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Money Follows the 
Person (MI/DD)  

Concentration of 
MI/DD population 

(>=25%) in 
either: 1) Board & 

Care, 2) SNF/ALF 
combos, or 3) 

combo including  
B&C beds; 

projects with ICF 
beds  

If MI/DD residents are 
predominantly non -elderly, 

how might the facility be 
impacted by MFP, 

Balancing Incentives 
Program and other state 

ñrebalancingò efforts?  Are 
there any constraints on 

facilityôs ability to serve 
oth er types of residents in 

these beds/units?  Is State 

Medicaid funding for 
MI/DD residents stable?   

Money Follows the 
Person (Non -

Elderly, Physically 
Disabled & Elderly)  

Projects with SNF 
beds whose DSCR 

falls below 1.0 
with a decline of 

5% or less in 
Medicaid Census 

or Rate  

How might the facility be 
impacted by MFP, 

Balancing Incentives 
Program, nursing facility 

ñright-sizingò initiatives 
and other state 

ñrebalancingò efforts?  If 

the subject facility may be 
impacted, are there any 

constraints on the f acilityôs 
ability to serve other 

residents in these 
beds/units?  

   

Olmstead Plans, 
Cases & Settlement 

Agreements  

Projects with a 
concentrated 

MI/DD population 
(>=25%)  

Are there any pending 
Olmstead cases, 

Settlement Agreements or 
Olmstead Plans or 

initiatives that could 
impact the facility?  If the 

subject facility may be 
impacted, are there any 

constraints that would 
limit the facilityôs ability to 

serve other types of  
residents?   

Other    

 
Keywords:  State Risk, State Risk Summary Grid  
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INDUSTRY CONFERENCE CALL FOR PROPOSED RULE FR -
5850 - P- 01 RETROSPECTIVE REVIEW ï IMPROVING THE 
PREVIOUS PARTICI PATION REVIEWS OF PROSPECTIVE 

MULTIFAMILY HOUSING AND HEALTHCARE PROGRAM 
PARTICIPANTS  
As announced in the August 10, 2015 Email Blast, HUD published the 

proposed rule: FR -5850 -P-01 Retrospective Review ï Improving the Previous 

Participation Reviews of Pros pective Multifamily Housing and Healthcare 
Program Participants (available her e).  The written comment period will close 

on October 9, 2015.  HUD will hold a conference call to provide an overview 
of the proposed rule and to provide an opportunity for all interested parties 

https://www.federalregister.gov/articles/2015/08/10/2015-19529/retrospective-review-improving-the-previous-participation-reviews-of-prospective-multifamily-housing
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to ask questions and offer industry viewpoints.  Please note  that formal 
comments for consideration in the record must be submitted to 

regulations.gov.  Below, are the details for the conference call:  
 

Date:   Wednesday, September 16, 2015  
Time:  11:30am -1pm Eastern Standard Time  

 
Please register ( here ) if you plan to participate.  

 
Conference call information will be provided to meeting attendees via e -mail 

after you register.  
 

Keyw ords:  2530, Previous Participation, APPS  
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FINAL RULE PUBLISHED ï FR-5632 - F- 02 --ñFEDERAL 
HOUSING ADMINISTRATION (FHA): UPDATING 
REGULATIONS GOVERNING HUD FEES AND THE 
FINANCING OF THE PU RCHASE AND INSTALLATION OF 
FIRE SAFETY EQUIPMENT IN FHA - INSURED HEALTHCARE 
FACILITIESò 
On August 11, 2015, HUD published the Final Rule on Fees and Financing 
Fire Safety Equipment ( here ).  Through this rule, HUD gains flexibility in 

raising or lowering program fees.  The Final Rule also streamlines the 
Section 232 program regu lations that govern the financing of the purchase 

and installation of fire safety equipment in the insured healthcare facilities.  
These changes to the residential care facilities program streamline the fire 

safety equipment loan application process by eli minating unnecessary 

requirements, conforming needed requirements to current industry 
practices, and allowing for HUD to centralize the loan application process.  

 
Keywords:  Fire Safety Equipment Installation  
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CASH EQUITY IN NEW CONSTRUCTION/SUBSTANTIAL 
REHABILIATION PROJECTS  
During the recent Lender Dialogue, held in Jacksonville, FL, ORCF received 
inquiries regarding what could be counted toward equity in a Section 232 

New Construction/Substantial Rehabilitation transaction.  ORCF expects that 
New Construction and Substantial Rehabilitation projects will have sufficient 

cash equity in the project in the form of reserves (e.g. initial operating 

http://www.hud.gov/emarc/index.cfm?fuseaction=emar.registerEvent&eventId=2579&update=N
http://www.gpo.gov/fdsys/pkg/FR-2015-08-11/pdf/2015-19714.pdf
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deficit reserve, debt service e scrow, working capital escrow) to be available 
to support the project through opening, lease -up and stabilization.  ORCF 

does not dispute that there is value in a projectôs land or CON.  Certainly 
these other forms of project contributions would be seen as  enhancements, 

but they are not cash.  
 

Keywords:  Equity Contribution  
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THE GREEN LANE AND ENVIRONMENTAL CHECKLIST  
As mentioned in the June 24, 2015 Email Blast, one of the criteria for 
consideration in Green Lane processing is an initial screening for 

environmental concern.  ORCF is seeing  many applications pass both the 
loan size and appraisal tests only to be disqualified for environmental 

reasons.  Some have asked what the initial environmental screening entails.  
The elements of this review are contained in the Environmental Checklist 

found in the 223(f) documents ( here ).  We encourage lenders to fill out the 
checklist with each application in order to increase t he number of 

applications eligible for Green Lane processing.  

 

Keywords:  Green Lane, Environmental Checklist  
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APPRAISAL INCOME CAPITALIZATION RATE DERIVATION  
When deriving capitalization rates from comparable sales, the saleôs 

analyzed income must be consistent with the appraised propertyôs income 
being capitalized.  Handbook 4 232.1, Section II, Chapter 5.3.R.4.m:  

 
Under the direct capitalization method, the appraiser extracts the 

overall capitalization rate from sales comparables. The methodology 
for estimating the comparables NOI should match the methodology 

used in developing  the subject NOI.  
 

If the comparable salesô capitalized income is not consistent with appraised 
propertyôs income, the appraiser must analyze the impact of the saleôs 

income on the capitalization rate.  The capitalization rate support must 

describe and ana lyze how the saleôs risk and potential for income 
fluctuations impacts the capitalization rate.    The utilization of a trailing 

capitalization rate will not be considered acceptable unless the appraiser 
provides adequate support that the stated capitalizat ion rate is consistent 

with the property appraisedôs income.  Special care and consideration should 

http://portal.hud.gov/hudportal/documents/huddoc?id=223f_EnvChecklist.xlsx


August 28, 2015  
 

   
 

be given to those sales where the buyer anticipates major changes in 
income.  

 
Keywords:  Appraisal, Capitalization Rates  
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FIRM COMMITMENT AND CHECKLIST UPDATE INVOLVING 
PROPERTY INSURANCE ATTACHMENT  
To streamline Firm Commitment documents, all templates have been 
updated to eliminate the need to attach the O RCF Insurance Requirements 

document to the Firm Commitment.  Language has been incorporated into 
the property insurance sections of the templates that prior to closing, the 

Borrower must provide evidence of all required insurance in conformance 

with curren t program requirements.  By virtue of signing and accepting the 
firm commitment, there will no longer be the need to attach the ORCF 

Insurance Requirements document as an attachment since the same 
document is already included in Handbook 4232.1, Section II , Chapter 14 as 

program requirements.  All related checklists have also been revised to 
reflect this update.  

 
Keywords:  Firm Commitment, Property Insurance Requirements  
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REMINDER ON BOR ROWER REQUIREMENTS  
 

Recently there has been some confusion related to two Section 232 
requirements: the Borrowerôs level of experience with similar healthcare 

facilities, and the citizenship requirements for principals of the Borrower.   
 

As a reminder, Ha ndbook 4232.1, Section II, Production, Chapter 2.5.EE 
provides that the Borrowerôs experience is to be at the level of a Borrowerôs 

principal. Paragraph 2.5.EE also explains that the experience of the 
Management Agent or Operator is generally not an acceptable mitigant to 

offset the Borrowerôs lack of experience. 
 

In addition, please note that the citizenship requirements for the principals 

of the Borrower set forth in Section II, Production, Chapter 6.1.D.  That 
paragraph provides that the single -asset borrower entity must be registered 

in the United States in the state where its corporate office is located, and at 
least one principal , with operational decision -making authority, must be a 

United States citizen.  
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IMPORTANT UPDATE FOR THE MORTGAGE TERMINATION 
(PRE -PAYMENT) PROCESS  
Longtime Multifamily Insurance Branch expert, Mary Deschenes, has 
recently retired.   Mary was the pri mary contact for prepayment 

submissions.   Due to this staffing change, Please submit all requests to: 
MFIOBTerminationApprovals@hud.gov .  Please do not send any futur e 

requests to Mary Deschenesô HUD email address.   
 

Additionally, if you need assistance or follow -up information (for ORCF 

prepayments and/or the form HUD -9807 only), please contact ORCFôs 
liaison, Rachel Miller, at Rachel.E.Miller@hud.gov .    

 
Keywords:   9807, Mortgage Termination, Pre -Payment  
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ASSET MANAGEMENT: NEW SAMPLE DOCUMENTS FOR 
NOTIFYING ORCF OF ACTION PLANS  
The Strengthening Accountability Rule, published September 7, 2012 ( here ), 

and Section III, Asset Management of the Section 232 Handbook 4232.1 
prescribes that a project is required to notify both HUD and the Lender  when 

there are threats to the projectôs permits and approvals.   
 

Based on feedback from the industry during past Asset Management 
Kaizens, ORCF has posted some sample formats that can be used to notify 

HUD of certain risk conditions, and detail the propo sed action plan to remedy 
threats to the projectôs permits and approvals.  Use of these sample 

notification formats is not mandatory; however the content provided under 
each category is required.  Therefore, if a Lender chooses not to utilize these 

sample formats, it is required to provide the information required by ORCF in 
Handbook 4232.1, Section III, Chapter 3.10.5 and Chapter 4.4.  

 

The Operatorôs Notification to HUD of threats to Permits and Approval may 
be found on our Section 232 Program website, ( here ).  The Servicerôs 

Notification to HUD of the Risks to Healthcare Projects and Action Plan for 
Remedy  may be found ( here ).  

 
Keywords:  Asset Management, Documents, Lender Performance Measures  
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ORCF RESERVE FOR REPLACEMENT (R4R) SPECIALIZED 
TEAM  
The ORCF R4R Specialized Team is up and running.  Servicing lenders should 
familiarize themselves with the related R4R documents posted on ORCFôs 

website (see Section 232 Program website for R4R here ).  Please review the 
documents, in particular the R4R ORCF Lender Checklist , on the website 

before making any R4R requests as approp riate.  
 

I. Work of Specialized R4R Team for ORCF .  The lender performs their 
review of the R4R submission for the following requests (with the 

exception of troubled/high risk facilities or facilities in lease -up) and 

sends to 232R4Rrequest@hud.gov  where the Specialized Team will 
process:  

¶ Standard R4R requests for release for reimbursements;  
¶ R4R requests for advances/installment releases for capital 

improvement projects that have bee n approved by the 
assigned ORCF Account Executive.  

  
II. Involvement of AEs on R4Rs . The lender performs their review and 

ensures any of the following R4R related requests falling outside the 
scope of I. above are sent directly to the assigned AE  for more 

det ailed review/processing:  
¶ Suspensions or Adjustments to R4R deposits;  

¶ Projects serviced by ORCF Risk Mitigation Team;  
¶ 232 NC/SR/241a Projects still in Lease -Up;  

¶ Mortgage payments, Short term loans;  

¶ Requests for pre -approval of large capital improvements projects 
that will require advances or installments of R4R draws.  

 
III. Lender Delegation for R4R Processing per HB 4232.1 . If you have 

not done so, we encourage you to submit for R4R Lender 
Delegated approval; the instructions are also posted at t he same 

link ( here ).  Please contact Mary Walsh at: mary.v.walsh@hud.gov  
shou ld you have any questions or need further guidance when 

preparing the delegated lender submission.  Once approval is 
received and you begin to process R4Rs eligible for lender 

delegation, Mary will work with you, giving you feedback and 
answering questions  you may have to give ongoing support and 

added assurance in taking on this role for enhanced processing and 
customer service for your borrowers.  

 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing/R4R
mailto:232R4Rrequest@hud.gov
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing/R4R
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ORCF VALUABLE TOOLS AND RESOURCES  
ORCF would like to remind our partners of ORCF tools and resources that are 

available anytime you may have a question or need clarification.  The 

following tools are available on ORCFôs program website:  
 

1.  Program Question and Answers ()  
2.  Current and archived Email Blasts ( here ).  

3.  Handbook 4232.1 ( here )  
 

Please take advantage of these tools and resources since answers to many 
of the questions we receive  are contained here.  If you cannot find the 

answers you need or need further clarification, ORCFôs Lean Thinking email 
box is an additional resource available at LeanThinking@hud.gov .   

 
Keywords:  Resources, Question and Answers, Email Blasts, Handbook  
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UNDERWRITER APPROVAL DELEGATION MORTGAGEE 
LETTER AND HOUSING NOTICE  

Today, Mortgagee Letter 2015 -16 ( here ) and companion Housing Notice H -

2015 -08 ( here ) were published on HUDClips on a new delegated underwriter 
approval process. This initiative will greatly reduce the time required to 

approve new and experienced underwriters.  Through this initiative, HUD has 
realigned the underwrite r approval process which will result in eligible MAP 

and LEAN Lenders designating a Chief Underwriter, and through their Chief 
Underwriter, approving and designating MAP and LEAN underwriters.  For 

participating lenders, HUD will not undertake such reviews , and will instead 
rely upon the certifications from the MAP/LEAN Lender and its Chief 

Underwriter that the individual MAP/LEAN Underwriter is a qualified 

underwriter per MAP Guide and/or LEAN Processing Guide requirements.  
The MAP/LEAN Lender and Chief U nderwriter will evaluate the prospective 

underwriter and ensure underwriters have completed the lenderôs approved 
training plan and HUDôs requirements.   

 
Any questions regarding this policy should be directed to Terry Clark at 202 -

402 -2663.   
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48.  Mortgagee Letter 2015 -16   
49.  Housing Notice H -2015 -08  
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PROPOSED RULE IS PUBLISHED TO IMPROVE PREVIOUS 
PARTICIPATION REVIEWS  
Today we achieved one of our Policy Priorities by publishing the proposed 
rule for our 2530/Active Partners Performance System (Transforming APPS) 

initiative in the Federal Register.   The docket number and title of the 
publication is FR -5850 -P-01 Retrospec tive Review ï Improving the Previous 

Participation Reviews of Prospective Multifamily Housing and Healthcare 
Program Participants   (aka Transforming APPS).   Please use this link to view 

the Proposed Rule  and to comment electronically.   The comment period will 
close on October 9, 2015.  

 
With this change, we will reflect a 21st century approach to HUD projects to 

maintain adequate risk controls when checking background of participants, 
and we will address longstanding industry concerns regarding efficiency of 

the process.   The attached memo from Mul tifamily Programs and Healthcare 
Programs provides you with guidance and a point of contact for this 

initiative.     
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50.  FR-5850 -P-01 Retrospective Review ï Improving the Previous 
Participation Reviews of Prospective Multifamily Housing and 

Healthcare Program Participants  
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RESERVE FOR REPLACEMENT RELEASE (R4R) REQUEST S 
AND NON -CRITICAL REPAIR ESCROW (NCRE) 
ADMINISTRATION:  
ORCF is establishing specialized teams to process/administer Reserve for 
Replacement Release Requests (R4R) and Non -Critical Repair Escrow 

Requests (NCRE).  Such teams will be devoted to efficient, consistent 
processing and monitoring.   

 
R4R Release Reque sts (R4R):   Prior to submission to ORCF for 

processing/approval, lenders must review all R4R requests for accuracy, 

completeness and eligibility as set forth in Handbook 4232.1, Section III ï 
Asset Management, Chapter 3.2.  All R4R release requests (except  on 

projects that are serviced by ORCFôs Risk Mitigation Branch or requests to 
use R4R funds to pay mortgage payments) submitted to HUD on or after 
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July 20, 2015 shall be submitted electronically by lenders to the following 
email box:  232R4Rrequest@hud.gov .  The R4R requests submitted to the 

dedicated email box will be processed by an ORCF Asset Management team 
led by Mary Walsh.  However, R4R requests on projects currently servi ced by 

ORCFôs Risk Mitigation (Troubled Property) Branch or requests to use R4R 
funds to pay mortgage payments shall continue to be submitted directly to 

the assigned ORCF Account Executive.   
 

NCRE administration:   Administration of the NCRE on all loans closed on or 
after July 20, 2015 will be conducted by ORCFôs closing team, as a post-

closing item handled by the assigned ORCF Closer.   Submissions to HUD 
related to the NCRE on such loans shall be submitted electronically to the 

following email box:  232NCRrequest@hud.gov .  Submissions to HUD related 
to the NCRE on loans closed before July 20, 2015, shall be submitted directly 

to the projectôs assigned Account Executive.   

 
If you have any questions related to this or Lender Delegated processing 

(see Section 232 Program website for R4R here  and NCRE here ), please 
email one of the above email addresses.  

 
Keywords:  Reserve for Replacement, R4R, Non -Critical Repair Escrow, NCRE  
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ACCOUNT RECEIVABLE FINANCING ï AGING 
GOVERNMENTAL RECEIVABLES  
As a reminder, as stated in Handbook 4232.1, Section II, Chapter 15.3.D 
(here ), aging Governmental Receivables may be accepted by ORCF if aged 

between 120 days and up to 180 days if there are extenuating 

circumstances and ORCF determines the delay does not jeopardize the 
financial viability of the project.   For Account Receivable financing loans that 

have Governmental Receivables aged over  180 days, lenders will need to 
address the issue without requesting a waiver.   No waivers will be issued for 

Governmental Receivables aged over 180 days.    
 

Keywords:  AR Financing, Governmental Receivables  
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CONSIDERATION OF PROPOSED WORK BY 
ENVIRONMENTAL CONSULTANTS AND APPRAISERS  

For applications where a new FHA Insured loan will be generated (including 

Section 223(a)(7)), lenders should consider proposed work by environm ental 

mailto:232R4Rrequest@hud.gov
mailto:232NCRrequest@hud.gov
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing/R4R
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consultants and appraisers.  The type of work that is proposed at a project 
has an impact on the scope of the environmental review requirements as 

described in HUD Handbook 4232.1 Section II Chapter 7.  Depending on the 
nature of the proposed activit ies, specific review requirements may apply 

pertaining to floodplain management, protection of wetlands, historic 
preservation, hazardous operations, endangered species, sole source 

aquifers, toxic hazards, and other environmental factors.  ORCF has seen a  
number of cases where the third -party environmental reviewer was not 

made aware of proposed work.  The environmental consultant must be 
informed of the proposed repairs, improvements, alterations, site work, and 

any demolition that is planned in order to adequately address the 
appropriate environmental review requirements.  For example, whenever a 

project involves work that exceeds the level of routine maintenance, 
consultation with the State Historic Preservation Officer (SHPO) is required 

regardless of t he age and location of the property, unless the applicable 

SHPO has a formalized agreement with HUD that excludes certain types of 
activities from consultation.  To avoid processing delays due to insufficient 

environmental submissions, lenders should ensur e that the environmental 
consultant is provided with a detailed description of the proposed work, and 

also that the work is appropriately recognized in the environmental exhibits 
that are submitted to HUD.  

 
Lenders should also keep in mind that the third -party appraiser must be 

informed of the scope of the repair work in order to produce a reliable 
appraisal.  

 
Keywords:  Environmental Reviews, Third -Party Consultants, Third -Party 
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TRAILING 12 (T - 12) DATA  
ORCF has long emphasized the importance of actual trailing twelve (T -12) 
month data (as in, for example, Email Blasts of May 7, 2014, June 26, 2013, 

September 1, 2011, and May 4, 2010).   This was again pointed out in the 
Section 232 Handbook.   See, for example, Section II, Chapter 2, including 

the following:  

 
¶ 2.9.N (dealing with 223(f) transactions):  Review of the Projectôs 

Financial Performance.  The Lender must review the annual and 
trailing 12 month financial statement s to assess the projectôs financial 

performance, and must base underwritten income and expenses on a 
consideration of historic and trailing twelve -month performance.  

Changes in recent performance relative to historic performance must 
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be carefully reviewed  to assure conservative underwriting.   The Lender 
must use the project -specific expense for underwritten reserve for 

replacement, taxes and management fee.     
 

¶ 2.10.P (dealing with 223(a)7 transactions:  Review of the Projectôs 
Financial Performance.  The Lender must review the trailing 12 month 

financial statements to assess the projectôs financial performance, and 
must base underwritten income and expenses on the recent trailing 12 

month performance.  The Lender must use the project spec ific expense 
for underwritten reserve for replacement, taxes and management fee.  

 
The Loan Committee is not willing to rely on annualized data ðthe actual 

trailing -12 month data is necessary.  ORCF urges lenders to include this 
trailing twelve month NOI inf ormation early in the process, and to update it 

as appropriate, so that the Loan Committee can readily review the most 

recent actual historical data.   This will allow for fair consideration of the 
application and will help avoid unanticipated delays.  
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MORE CLARIFICATION ON MEDICAID UPPER PAYMENT 
LIMIT (UPL) REVENUES  
This is a follow up to the June 27, 2012 Email Blast  in which ORCF cautioned 
against relying on Medicaid UPL supplemental payments when underwriting 

a skille d nursing facility (SNF) transaction.   Medicaid policies are developed 
by each state; some states utilize a financing mechanism allowing for a 

supplemental payment being made to non -state, government entity (e.g., 

county hospital) licensed skilled nursing facilities. The payment is calculated 
with consideration of the difference between the Medicaid payment and 

amount which Medicare would pay for the same service, also called the 
Upper Payment Limit (UPL).   This availability of UPL revenue in some SNF 

setti ngs has led to relationships in which a hospital not previously associated 
with a particular SNF becomes its licensed operator, often contracting with 

the former operator to be the management agent.   These supplemental 
payments rely not only on continued p rogrammatic availability, but also on 

the continued viability of the particular operator/management agent 
relationship.  

 
ORCF does endeavor to accommodate transactions for SNFs which receive 

UPL income, despite their complexities, as ORCF recognizes that U PL 
revenue is beneficial to a facility, at least in the near - term.   However, in 

order to minimize the risk associated with this financing mechanism, ORCF 

http://portal.hud.gov/hudportal/documents/huddoc?id=HUDLeanBlastJun272012.doc
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has taken several precautionary measures.   First, ORCF has not been relying 
on the UPL income stream t o meet minimum debt service coverage 

ratios.   Additionally, to the extent that any UPL revenue has been utilized for 
valuation purposes, ORCF has applied a very high capitalization rate to that 

UPL revenue.   Moreover, additional scrutiny is applied as the percentage of 
NOI derived from UPL increases.   Finally, as comparable sales of facilities 

receiving UPL income become available, they will need to be reviewed and 
taken into consideration.    

 
This approach is allowing some flexibility, while helping to mit igate the risk 

associated with UPL revenue.  
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STATUS OF 241(A) TRANSACTIONS  

As lenders with pending 241(a) loans are aware, the lender must assure that 
its 241(a) transaction comports with requirements related to the Real Estate 

Mortgage Investment Conduit (REMIC) created in connection with the 
underlying GNMA -securitized loan in order to obtain the requisite GNMA 

approval.   GNMA is in the process of developing uniform guidance in this 

area. In the interim, we wanted to share information we gleaned from 
GNMAôs review of certain pending 241(a) loans. We emphasize that ORCF 

cannot sp eak for GNMA, therefore this information should not be interpreted 
as uniformly applicable to every 241(a) loan application.  

 
FHA and GNMA have been working to resolve the issue of tax reviews on 

241(a) loans, which are supplemental loans to existing proj ect loans 
typically pooled to back GNMA -guaranteed REMICs.  Collateral modifications 

on REMICôd loans must be reviewed to insure they comport with the IRS 
rules, or the REMIC risks having its favorable tax treatment disallowed.   

 
Recently, Ginnie Mae sign ed off on 13 transactions that were determined not 

to require full tax review and approval.  In each instance (1) there was no 
collateral modification that required a change to the legal description in the 

deed of trust or mortgage on the existing loan, an d (2) there was no cross -

default provision between the 241 loan and the existing loan that would 
require a default on the 241(a) loan to result in a default on the REMICôs 

loan.  The lender was required to certify to these facts.  
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Ginnie Mae approved these transactions because the deals already had FHA 
firm commitments or firm commitment application pending with HUD, but 

there is no guarantee that its final guidance will reflect these conditions.   
 

If a tax review and approval are required, lenders should recognize that 
there is a significant time factor involved and favorable outcome is not 

guaranteed.  Moreover, the borrower must agree in writing to payment of all 
legal fees for the review.  

 
ORCF is continuing to accept and proces s Section 241(a) mortgage 

insurance applications, though in each ORCF 241(a) firm commitment, ORCF 
is now including the following special condition:  

 
HUDôs issuance of this firm commitment in no way ensures that the 

241(a) transaction will  comply with the  Ginnie Mae requirements for a 

collateral modification of the existing 232 insured loan that is in a 
REMIC .   It is the lenderôs responsibility to obtain Ginnie Mae review 

and approval of the transaction before closing the 241(a) loan that is 
the subject o f this firm commitment.  

 
Thus, a lender proceeds on a 241(a) loan at all stages at its own (and its 

borrowerôs own) risk. 
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ORCF CREATING A GREEN LANE QUEUE FOR 223(F) 
APPLICATIONS  
Due to the  increase in volume of 223(f) applications and queue numbers 

increasing, ORCF is creating a separate green lane queue for 223(f) 

applications meeting all of the following criteria:  
 

1) Loan amount is less than $25 million;  
2) Loan metrics pass the ORCFôs internal decision circuit review (if the 

loan is part of a portfolio submittal, then all loans must pass the 
decision circuit to be eligible for the green lane); and  

3) Pass ORCFôs initial screening for environmental concerns. 
 

If an application passes a ll 3 criteria, it will be placed in the 223(f) green 
lane for expedited processing.  (Note:   a Lenderôs Environmental Checklist 

tool is available on the 223(f) Underwriting webpage ( here )  that may assist 
you in prescreening your application for potential environmental concerns.)  
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INSTRUCTIONS FOR COMPLETING FORM HUD -2 - ORCF 
WAIVER REQUEST  
In order to avoid processing delays, waivers should be submitted with the 

application whenever possible.  It is the lenderôs responsibility to request 
any required waivers.    

 
Below are instructions for submitting waivers to ORCF.  

 
1.  Word Format:   Please submit the waiver request in word format.   

2.  Section 1 :  Insert the Lender Contact Personôs Name and Company 
3.  Section 2 :  Include the Project Name, FHA Number, City and State  

4.  Secti on 3 :  Include the specific reference you wish to waive, not the 

general concept (e.g. Handbook 4232.1, Production Chapter 3.10, ML 
2014 -12, H Notice 13 -12, etc).  In most cases the waiver will be of a 

specific handbook reference.  Please do not request a waiver of a 
notice or other directive that the handbook superseded.  

5.  Section 4 : Provide a detailed justification, and supporting 
documentation, if needed, as to why this waiver should be granted for 

this specific project.  Simply stating that the waiver has  been 
previously approved on another project is not sufficient justification for 

a waiver on your project.   
6.  Sections 5, 6, 7, 8 and 9 : These sections are for HUD use only.  Please 

leave them blank.  
7.  Professional Liability Insurance (PLI) Waivers :  When su bmitting Form 

HUD-2-ORCF for waivers relating to Professional Liability Insurance:  
 

a.  Provide all required PLI exhibits in the firm application.  

b.  Provide (large) loss runs in Excel format, if possible.  
c.  Provide a six -year loss history in annual summary form (b ased on 

the loss incident date) as described in Handbook 4232.1, Production 
Chapter 14 Appendix 14.1 VII (D).  

d.  Provide written quotes for HUD compliant insurance to demonstrate 
the cost burden as outlined in Production Chapter 14 Appendix 

14.1, IV (2).  
e.  If t he project was purchased or operated by another operator 

during the prior six -year period, please observe Appendix 14.1 VII 
(H); if purchased and an indemnity is provided from the seller/prior 

operator, please provide evidence of such indemnity.  
f.  Lenders a re encouraged to submit the PLI waiver request template 

(here ) with the Form HUD -2.  
 

8.  Accounts Receivable Financing (AR) Waiv ers :  

http://portal.hud.gov/hudportal/documents/huddoc?id=PLIWaiverRequestTemplate.xlsx
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a.  The waiver request must be supported by a borrowing base 
analysis and an explanation of the impact of the request on the 

project.   For example, it is not sufficient to simply say that ñXò 
state is slow with payments.    

b.  When requesting an extension of the eligibility period, explain 
the various receivable components (e.g. private pay, Medicare, 

Medicaid, etc.).   Please be specific about what payment sources 
require an extension of the eligibility period.  
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REMINDER ï WHEN SUBMITTING AN APPLICATION, 
PLEASE ASSURE THAT IT IS COMPLETE  
In order for ORCF to process your application in a more efficient manner, 

please remember to  submit an entire and complete application.  As a 
reminder, please pay attention to the following:  

 
¶ A complete application is required when you submit an application into 

the queue.  This helps greatly speed up processing and underwriting 
time.   

¶ Please remember to use Pay.gov  and do not send hard copy checks.   
¶ Remember to limit documents to 50 MB or less; our system canôt 

handle documents larger than that.   
¶ Third -party reports should  be included, final and not expired.   
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INTEREST RATE REDUCTION LEGAL PUNCH LIST  
The Office of General Counsel has drafted a legal punch list to assist HUD 

field attorneys with their reviews of expedited interest rate reduction 
transactions  (here ) .  Although the punch list is intended as guidance for the 

HUD attorney, all parties may use the punch list in preparing the required 
documents.   ORCF anticipates  that the punch list will save time and address 

noted inconsistencies in drafting the allonge and/or note modification.    
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FROM THE CLOSING CORNER  
 

Communication of Closing Deadlines  

In an effort to better communicate and accommodate closing deadlines, 

ORCF and OGC ask that any hard (known/existing) deadlines that would 
impact the closing date be communicated to both ORCF and the assigned 

HUD Attorney.  When submitting the ORCF Closer assignment (to 

ORCFCloser@hud.gov) and the legal closing package, please include in the 
email to ORCF and the cover le tter to the HUD Attorney, these hard 

(known/existing) deadlines that would impact the closing date of the project.  
This information will assist HUD in workload management.  The closing date 

will be set by the HUD Attorney after consultation with the ORCF Closer, but 
HUD will not close a transaction until all program and legal requirements 

have been fully satisfied.  
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THE SECTION 232 HEALTHCARE PORTAL IS OPERATIONAL  
The Section 232 Healthcare Portal is operational as of April 21, 2015.  
Instructions for accessing and using the 232 Healthcare Portal are available 

on the Section 232 Program website (click here ).  Operator financial 
inform ation can be transmitted to ORCF by a data input form or through 

batch upload using ORCFôs formatted Excel template.  Please email 
hhcp@hud.gov  if you have any questions.  
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ORCF POLICY DRAFTING TABLE  
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ORCF is pleased to announce the ORCF Policy Drafting Table ( here ).    At 
times ORCF may find it helpful to post draft policy to the ORCF Policy 

Drafting Table for industry consideration.  The Policy  Drafting Table will 
make it easier for industry partners to do business with ORCF by providing 

an opportunity for voluntary feedback to ORCF on certain policy or protocol 
when they are in development.  ORCF will post links to certain draft policy 

changes on the ORCF Policy Drafting Table and will receive feedback through 
the publicôs submissions.  ORCF values the industry feedback and looks 

forward to utilizing this resource as a policy development tool.  
 

Keywords:  Policy Drafting Table  
 

Back to top  
 

DELAY IN GOVERNMENT RECEIVABLES  

Please ensure that Section 232 loan application packages for facilities in 
states experiencing extraordinarily long delays in receiving payment on 

governme nt receivables (primarily Medicaid) fully address this issue ---
whether by assuring that accounts receivable financing is structured to 

address this, or by other means.  
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ASSET MANAGEMENT MONITORING OF PROJECTS THAT 
HAVE NEW UNITS IN LEASE - UP  

The September 1, 2011 Email Blast ( here ) discussed procedures related to 
projects that have new units that require lease -up.   HUD Form 91128 (Initial 

Operating Deficit Escrow Calculation Template ( here )  is used on these 
projects to calculate the Initial Operating Deficit (IOD) Escrow (if applicable) 

in Production/Underwriting and to monitor the projectôs lease-up (and if 
needed, to process requests for releases from the IOD).   In the next few 

weeks, ORCF  will be concentrating the Asset Management monitoring of 
projects with new units that require lease -up (and that havenôt yet reached 

sustaining occupancy) with a smaller group of Account Executives.   This 
team will be reaching out to the servicing lenders  on these loans to ensure 

we have standardized reporting ï including receipt of HUD Form 91128 

during the lease -up.  We intend to automate this process when Phase II of 
the 232 Healthcare Portal is released (anticipated to be released later this 

year).    
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OPTIONAL LENDER REVIEW AND DELEGATED APPROVAL 
OF RESERVE FOR REPLACEMENT (R4R) REQUESTS AND 
NON -CRITICAL REPAIR E SCROW ADMINSTRATION   
Chapter 3 of the Asset Management portion of the Section 232 Handbook 

(Reserve for Replacement -  Chapter 3.2.2. I. 5 and Non -Critical Repair 

Escrow ï Chapter 3.2.4.G ), describes the optional lender review and 
delegated approval of ce rtain R4R requests and Non -Critical Repair Escrow 

Administration.   The logistics of requesting lender approval are posted on 
HUD.GOV at the below links:    

 
For Reserve for Replacement Requests (R4R):  

Request for Optional Lender Delegated Review and Approval Process ( here )  
 

For Non - Critical Repair Escrow Administration:  
Requ est for Optional Lender Delegated Review and Approval Process ( here )  

 
Keywor ds:  Reserve for Replacement, RfR, Non -Critical Repair Escrow 

Administration, Optional Lender Review, Delegation  
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FURTHER STREAMLINING OF INTEREST RATE REDUCTION 
SUBMISSIONS  
ORCF has hit record levels in performing over 260 Interest Rate Reduction 
(IRR) reviews to date!  Consistent with past procedures, a two -stage review 

is still conducted for IRRs: a preliminary programmatic review using the 
ORCF IRR Checklist and a second f inal/legal review using the OGC 

Checklist.  ORCF has further streamlined the ORCF IRR Checklist and Lender 
Analysis Template to help promote efficiency in reviews and avoid 

redundancy in document submission by lenders in the final/legal 
review.   Please see  our updated ORCF Interest Rate Reduction Loan 

Modification Checklist ( here)  and updated Sample Format for Lender 
Analysis and Recomm endation ( here )  in preparing IRR submissions to ORCF.  
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MORE CLARIFICATION ON QUALITY CONTROL PLANS  
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In accordance with the Section 232 Handbook 4232.1, Section I, Chapter 
2.9, Lender Quality Control Plans and Reviews went into effect in 2014 for 

Section 232 as have been prev iously required under MAP.   As stated in the 
Handbook, the Lender may submit the Section 232 QC Plan as part of the 

overall QC Plan that incorporates MAP Activity.   The Office of Multifamily 
Asset Management Counterparty Oversight Division (which encompass es the 

former LQMD office) is responsible for the promulgation of guidance and 
review of the QC Plans as with MAP.   We encourage all lenders to confirm 

that they have an up - to -date Section 232 QC Plan on file with the Office of 
Multifamily Housing.  

 
For Se ction 232, if a lender believes that their volume of commitments for 

calendar year 2014 is low (e.g. less than 5 deals) and wishes to request a 
waiver for the QC Reviews for 2014 only, with the understanding that they 

must comply beginning in 2015, ORCF wi ll review a waiver request for QC 
Reviews and determine reasonableness.   Such waiver requests should be 

sent on a completed form HUD -2 to Mary Walsh ï National Lender Relations 
Liaison.  
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LENDER INPUT ON CONSOLIDATED CERTIFICATIONS  

ORCF is looking for lenders to provide feedback on the Previous Participation 
portion of the Consolidated Certifications.   The time commitment would 

involve one to two conference calls in June.   Please submit your name to 

Mary Walsh, National Lender Relati ons Liaison at Mary.V.Walsh@hud.gov  by 
May 15 th  if you are interested in participating.  
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TEAM TSI PORTAL ACCESS AND TRAINING  
The TEAM TSI Portal provides lenders with the ability to look up current 

survey information on FHA insured skilled nursing facilities.   Information 
available through the TEAM TSI Portal includes: actual citations, Special 

Focus, Standard, Complaint and Lif e Safety Inspections along with other 
facility related information.    

 
To request access to the TEAM TSI Portal:  
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Please send email to: Kelley.L.Mason@hud.gov  
Subject line:   TEAM TSI Portal Access  

 
Please include the following in your email:    

 
Name  

Addr ess 
Company Name  

Contact Phone number  
Email Address  

 
Once you are a confirmed lender, your information will be submitted to TSI 

and then you will be given access via email.  
 

Once access is achieved each lender will be able to access TEAM TSI and 

their lend erôs specific FHA insured property reports.  Information available 
through the TEAM TSI Portal includes actual citations, Special Focus, 

Standard, Complaint and Life Safety Inspections along with other facility 
related information.      

 
Due to budgetary co nstraints, TEAM TSI Portal training is currently not 

available.  ORCF will work to make training available when feasible.    We 
will send out an email blast when training is available.  
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CORRECTIONS MADE TO ORCF DOCUMENTS  

Recently, a few errors/inconsistencies were discovered in the ORCF 
document collection.   These edits have now being corrected in the 

documents published on HUDclips as well as those document links to 
HUDclips that are found on the ORCF website.   Because small Scrivenerôs 

Errors like these are made from time to time, it is always important to pull a 
document directly from the HUD website for each new usage, and to never 

use previous versions yo u may have saved to your personal computer.   A 
description of each correction is provided below.  

 
1.  Paragraph 11(d) in the Guide for Opinion of Borrowerôs Counsel 

(HUD -91725 -ORCF), found on page 11, removed the words ñthe 
Propertyò in two locations.  This is not a defined term in the document, 

and the property is encompassed in the definition of ñProjectò, which 
states ñThe Healthcare Facility, together with the Land, the 
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improvements located thereon or to be constructed thereon, and 
certain other property more particularly described in the Security 

Instrument (defined herein) is included in the ñProjectò as that term is 
used herein and in the Loan Documents.ò    

 
2.  Paragraph MM of the Guide for Opinion of Operatorôs Counsel 

(HUD -92325 -ORCF) was modified to add a bracketed sentence 
necessary to avoid a potential conflict between the Intercreditor 

Agreement and this document.   The new sentence now reads: ñEach of 
the Op erator HUD Documents is governed by the laws of the Property 

Jurisdiction [{ADD IF APPLICABLE:} (except the Intercreditor, which is 
governed by the laws of the Organizational Jurisdiction)] and the laws 

of the United States of America.ò   
 

3.  Paragraph H4 of the Management  Certification ï Residential Care 

Facility  (HUD -9839 -ORCF) was corrected to allow thirty (30)  calendar 
days from the effective date of termination, for a Management Agent 

to give the Borrower (or Operator, if applicable) all of the real and 
personal property in the Agentôs possession or control, including 

without limitation any of the Projectôs cash, trust accounts, 
investments, books and/or records.   This requirement had previously 

stated ten (10)  calendar days, which was inconsistent with th e Section 
232 Handbook, as well as Multifamily requirements.  

 
Additional clarification was also added to this same sentence, by inserting 

the word ñProjectò to make it clear that all of the ñProjectôsò real and 
personal property in the Agentôs possession or control are whatôs to be 

turned over.  
 

4.  The Firm Commitments  have had a minor modification to now 

include a standard condition that identifies if the project is for -profit, 
non -profit with distributions allowed or non -profit with distributions not 

allowed .  Since this information is required for the Borrower 
Regulatory Agreement, it was always to be added as a Special 

Condition; therefore building it into the main conditions of the 
Commitment will streamline the process and reduce the number of 

Special Con ditions needed.  
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UNDERWRITING AND CLOSING FILE SUBMISSION IN 
ACCORDION FOLDERS  
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ORCF strongly prefers underwriting and closing files to be submitted in 
accordion fol ders rather than in binders.  ORCF must submit all underwriting 

and closing files with a transmittal sheet to Headquarters in the described 
method below.  To the extent possible, lenders are encouraged to follow the 

same process which will expedite the pro cessing and submission of your 
files.  

 
¶ Ensure that all papers are unbound, loose and filed in an accordion -

style, five inch, legal -sized folder.  
¶ Only one file can be placed in each folder.  

¶ The FHA number should be affixed to the upper right hand corner o f 
the folder.  
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FROM THE CLOSING CORNER  
 
Reminder Regarding Mortgage Note Endorsement Panel  

Due to a change in how GNMA custodians handle mortgage notes, ORCF will 

accept insertion of the title (ñAuthorized Agentò) and printed name of the 
HUD signatory under the HUD signature line in the endorsement panel of the 

Mortgage Note.  
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Past Lean 232 Updates are available online . 

Have questions about the Lean 232 Program? Please contact 

LeanThinking@hud.gov . 

For more information on the Lean 232 Program, check out: 

http://www.hud.gov/healthcare . 

Have your loan servicing colleagues joined our email list? The Email Blasts 
contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 

safeguard our lists and do not rent, sell, or permi t the use of our lists by 
others, at any time, for any reason. If you wish to be taken off this mail list, 

please go here . 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/mail_blast_index
mailto:LeanThinking@hud.gov
http://www.hud.gov/healthcare
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
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INSURANCE REQUIREMENTS FOR ALL NEW APPLICATIONS 
RECEIVED ON OR AFTER NOVEMBER 1, 2014  
As set forth in the Email Blast of October 30, 2014, June 26, 2014 and 

September 5, 2014, new applications received on or after November 1, 2014 
will be required to comply with the new insurance requirements set forth in 

the handbook, Section II, Production, Chapter 14; new applications 
submitted prior to that date have the option to comply with these 

requirements.  The new requirements apply to new applications (whether a 
first or second mortgage).  

 
A new column indic ating which projects are subject to the new insurance 

requirements has been added to the ñAccount Executive Facility 
Assignments -  Contact Listingò (here ).  This listing is updated monthly.  

 

Keywords:  Property Insurance  
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CALCULATION OF ESTIMATED REPLACEMENT COST AND  
SAMPLE LENDER NARRATIVE LANGUAGE FOR PROPERTY 
INSURANCE  
As stated in Handbook 4232.1, Section II, Chapter 14.5, the amount of 

coverage required for property insurance coverage is 90% of Estimated 
Replacement Cost (as defined by the Insurable Value Calcula tion contained 

in the 3rd party Project Capital Needs Assessment).  Although the Property 
Insurance Schedule (form HUD -92329) is no longer required for new 

applications received on or after November 1, 2014, the Estimated 
Replacement Cost should still be f ound in the PCNA (identified as Insurable 

Value or Replacement Cost).   
 

Please note that ñReplacement Cost New,ò a value sometimes found on the 
appraisal, should not  be used for the purpose of the Estimated Replacement 

Cost calculation because ñReplacement Cost Newò may include uninsurable 
items.  If the Estimated Replacement Cost is not provided in the PCNA, a 

report using valuation software such as Marshall and Swif t or similar 
industry recognized software may be submitted to provide the Estimated 

Replacement Cost.   

 
The following sample language may be used in the Lender Narrative until the 

Lender Narrative is revised:  
 

Property Insurance  

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing
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<<Provide narrative discussion of review.  For example:  ñHazard and 
Liability insurance will be provided by XX.  The current insurance policy 

reflects property insurance with the limit of $XX and $XX deductible.  
The minimum HUD requirement for property i nsurance as defined at 

HB 4232.1, 14.5.A. is $XX, with a maximum deductible of $XX.  The 
underwriter has confirmed the insurance coverage complies with HUD 

requirements, and will re -verify this information prior to closing. ò If 
not sufficient, recommend c ommitment condition.>>   
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UPCOMING IMPLEMENTATION OF SUBMITTAL OF 
QUARTERLY OPERATOR FINANCIAL STATEMENTS 
THROUGH THE SECTION 232 HEALTHCARE PORTAL  
The Accountability Rule (click here ) that was published on September 7, 
2012 established the requirement for quart erly operator financials on 

Section 232 properties.  This rule stated that operators would be required to 
comply with the operator financial statement provisions of the rule for 

project fiscal years commencing on or after the date that was 60 calendar 
days  after the date on which HUD announced through Federal Register 

notice that it had issued guidance on the manner in which these reports will 

be transmitted to HUD.  On October 3, 2014, HUD issued another Federal 
Register Notice (click here ) .  This Federal Register Notice addressed the 

commencement of the requirement for quarterly operator financials and 
announced that HUD had issued gu idance on the manner in which these 

reports will be transmitted to HUD (via ORCFôs website here ).   In accordance 
with this Federal Register Notice, the requirement for quarterly financial 

reporting begins for project fiscal years commencing on or after December 
2, 2014.   

 
For the great majority of Section 232 projects (that a re on a calendar year 

fiscal year), this reporting requirement begins with the first quarter of 
calendar year 2015.  For these projects, the first quarter financials will be 

due at the end of May, 2015 (60 days from the 1 st  quarter end).    
 

HUD is impleme nting this Final Rule in the following manner:  

¶ Servicing lenders will establish a system for receiving quarterly 

operator financials on the projects they service.  PDFôs of such financial 

statements will be uploaded to the HUD Healthcare Portal by servicin g 

lenders or the operators (at the lenderôs option).     

http://www.gpo.gov/fdsys/pkg/FR-2012-09-07/pdf/2012-21982.pdf
http://www.gpo.gov/fdsys/pkg/FR-2014-10-03/pdf/2014-23484.pdf
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/Operator_Financial_Stmt


February 25, 2015  
 

   
 

¶ If the operator uploads the financial statements to the HUD Healthcare 

Portal, the servicing lender will receive a notification via email and via 

the portal that a financial statement has been submit ted on a project 

that they service.   

¶ Servicing lenders will enter 23 key data elements (defined on ORCFôs 

website) on each loan they service each quarter into the HUD 

Healthcare Portal.  

¶ The HUD Healthcare Portal will calculate five ratios based on this 

in formation ï defined in Asset Management, Chapter four of HUD 

Handbook 4232.1.  After entering the key data elements, servicing 

lenders will immediately be able to view the ratios for the project.      

¶ Further information will be available on ORCFôs website soon on the 

procedure for addressing projects that are exhibiting problematic 

ratios.  

 
Please note the following:  

¶ This requirement will apply to all Section 232 projects.  Operators are 

defined as Mortgagors on projects with no operating lease and as 

Lessees on projects with an operating lease.  

¶ This Notice does not alter the long standing requirement of audited 

annual financial statements by Mortgagors.  

¶ There will be another beta test of the portal in early March.  If you 

would like to participate in this (can be done virtually) please email 

hhcp@hud.gov . 

¶ HUD intends to provide several training sessions for lenders and 

operators in mid -March.     

¶ HUD is working on communicating this requirement as well as logistics 

of the training sessions to mortgagors and operators via email and 

letters.  The training sessions will also be announced vi a Email Blast.  

 

Keywords:  Operator Financials Portal  
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PROJECT COORDINATORS ON MORTGAGOR AUDITED 
FINANCIALS SUBMITTED THROUGH FASS  
Project Coordinators are responsible for interaction with HUD regarding the 

HUD secure systems for various purposes.   With the upcoming financi al 
statement filing season due March 31, 2015, owners need to be aware that it 

is important to have more than one person as a coordinator.  A project can 
have more than one and should have a minimum of two.  The importance of 

this  is that the coordinator i s the individual that receives the electronic 
letters that are sent out by HUDôs Financial Accounting Sub System (FASS) 

regarding any findings or concerns HUD may have.  There can be multiple 
emails input and it is recommended that not only the coordinator (s) email 

address be input but also an owner email address.  This will help with HUDôs 
notification purposes making the owner aware of any issues.  

 

Keywords:  Project Coordinators  
 

Back to top  
 

OPERATOR FINANCIAL STATEMENTS GENERALLY NEED 
NOT BE AUDITED  
The requirement of operator financial statement submissions was set forth in 

the Accountability Rule (FR ï5465 ïFï03), and the requirement is now at 24 
CFR 5801( c)(4).  That provision states that generally (with some exceptions) 

such statements may be operator -certified rather than audited.   However, 
some operator regulatory agreements that were executed before this 

Accountability Rule provisionôs effective date contain provisions also 
requiring operator financial statements ðbut stating that those statements 

must be audited .  Please be advised that, even as to the projects with such 
regulatory agreement language, HUD does not intend to require audited 

operator fina ncial statements except in a manner consistent with the 

Accountability Rule.   Only operator -certified, rather than audited, operator 
financial statements are being routinely required.  

 
Keywords:  Operator Financial Statements  
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CLARIFICATION ON QUALITY CONTROL PLANS  
In accordance with the Section 232 Handbook 4232.1, Section I Chapter 2.9.  

Lender Quality Control Plans and Reviews went into effect in 2014 for 
Section 232 as has been previously required under MAP.   As stated in the 

Handbook, the Lender may submit the Section 232 QC Plan as part of the 
overall QC Plan that incorporates MAP Act ivity.   The Asset Management 
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Counterparty Oversight Division (which encompasses the former LQMD 
office) is responsible for the promulgation of guidance and review of the QC 

Plans as with MAP.   For Section 232, if a lender believes that their volume of 
comm itments/closings for calendar year 2014 is low (e.g. less than 5 deals) 

and wishes to request a waiver for the QC Plan for 2014 only, with the 
understanding that they must comply beginning in 2015, ORCF will review a 

waiver request and determine reasonable ness.   Such waiver request should 
be sent to Mary Walsh ï National Lender Relations Liaison.  
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ISSUE RESOLUTION PROCESS  
In an effort to get applications to loan committee more quickly, we are 

changing our internal process for addressing outstanding issues.  Under the 
new process, after the initial review, any unresolved deficiencies will be 

taken to an Issue Resolution Comm ittee for resolution.  The committee will 
review the HUD underwriter summary of concerns as well as the lenderôs 

responses and determine a resolution.  These meetings will occur as needed 
in order to process the transactions timely.   

 

Keywords:  Issue Reso lution  
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UPDATED FIRM APPLICATION CHECKLISTS AND FIRM 
COMMITMENTS  
ORCF has recently made minor edits, and posted updated versions of the 

Firm Application Checklists and Firm Commitment d ocuments on our Section 
232 Program website.   The Firm Commitment edits involve updating the list 

of attachments to address our revised insurance requirements that were 
effective November 1, 2014.   There has also been added language to specify 

the property  insurance coverage minimum amount (which is at least 90% of 
Estimated Replacement Cost Value), as well as the amount of the 

deductible.   The Firm Application Checklists were generally updated to: 
change references to submitting ñchecksò to now reference ñpaymentsò 

(specifically Pay.gov); update the FEMA form number for the Standard Flood 

Hazard Determination Form; remove references to the form HUD -91708 -
ORCF, Agreement for Payment of Real Property Taxes; and to provide 

additional detail regarding the Risk Management Program requirement.  
 

Keywords:  Documents, Firm Application Checklist, Firm Commitments  
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UPDATE ON REGULATORY AGREEMENT RELEASES  
Effective immediately, all requests for releases of Regulatory Agreements for 
Nursing Homes, Board and Care and Assisted -Living Facilities subject to 

mortgages insured  under Section 232 must be sent to  

OGCReleaseandSatisfaction@hud.gov  for processing and/or 
response.   Please contact Keisha L. Brooks, Deputy Assistant General 

Counsel, Office of General Counsel, Multifamily Division at (202) 402 -5225 
for additional information.  

 
Please note HUD will not releas e the regulatory agreement until the 

mortgage insurance is terminated.  Insurance termination occurs after the 
HUD- insured mortgage has been paid in full.    

 
The release request should be submitted only after: (A) the loan is paid in 

full; and (b) HUD has terminated the mortgage insurance. Each request for 
the release of a FHA - insured regulatory agreement must include a copy of 

the recorded regulatory agreement(s) (including any amendments) and, if 
available, the approved HUD 9807 confirming that the mortga ge insurance 

has been terminated.  Please ensure that the recordation stamp(s), dates, 

and signatures are legible.  Failure to provide a legible copy of the recorded 
regulatory agreement will result in delays ðresubmissions are treated as new 

requests.  Ple ase note processing typically takes 4 -6 weeks following receipt 
of legible copies of all necessary documents by HUD.    
 

Please note the above instructions do not apply to HUD -Held 
Mortgages/Deeds of Trust formerly insured under Section 232.  All requests 

for satisfactions of such HUD -held mortgages/deeds of trust, and releases of 
associated regulatory agreements, must be sent to the Multifamily Notes 

Servicing Branch in HUD Headquarters, ATTN: Peggy Russo.  
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UPDATED LENDERôS PRECONSTRUCTION CONFERENCE 
AGENDA  
The Lenderôs PreConstruction Conference Agenda (here ) has been updated 

to more clearly point out applicable HUD Handbook 4232.1 references.   In 

addition, reoccurring topics from previous Conferences have been added, 
resulting in a more comprehensive Agenda.   The Agen da shall be used from 

the date of this Email Blast going forward.  

mailto:OGCReleaseandSatisfaction@hud.gov
http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Con_Agenda.docx
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The related Lender PreConstruction Conference Duties document, unchanged 

and still dated May 30, 2014, is located on the Section 232 Program website 
(here ).  
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UPDATED STATEMENTS OF WORK:  LENDERôS 
ARCHITECTURAL REVIEWER AND COST ANALYSTôS 

STATEMENT OF WORK, PROJECT CAPITAL NEEDS 
ASSESSMENT (PCNA) STATEMENT OF WORK ï 223(F), AND 
PROJECT CAPITAL NEEDS ASSESSMENT (PCNA) 
STATEMEN T OF WORK ï 223(A)7  
The following Statements of Work have been updated to reference the most 

current HUD Handbooks, Guidelines, and Standards for the Section 232 
program, as well as revise the section on Property Insurance:  

 

¶ Lenderôs Architectural Reviewer and Cost Analystôs Statement of Work 

(here ),  

¶ Project Capital Needs Assessment (PCNA) Statement of Work ï 223(f) 

(here ), and  

¶ Project Capital Needs Assessment (PCNA) Statement of Work ï 

223(a)7 ( here )  

 
Of note in the two PCNA Statements of Work, is the requirement that the 

Condition Assessment & Proposed Replacement and Cost Schedule tables be 
legible on 8 ½ x 11 paper.  

 
The Statements of Wo rk shall be used from the date of this Email Blast going 

forward.  

 
Keywords:  Statement of Work, PCNA, Lenderôs Architectural Reviewer and 

Cost Analystôs Statement of Work 
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TIPS --  MAXIMUM INSURABLE LOAN CALCULATION (MILC) 
-  FORM HUD - 92264A - ORCF  

http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Duties.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=LenArCsReSOW.doc
http://portal.hud.gov/hudportal/documents/huddoc?id=PCNA_SOW.doc
http://portal.hud.gov/hudportal/documents/huddoc?id=PCNA_SOW_223a7.doc


February 25, 2015  
 

   
 

The following are tips for submitting the Maximum Insurable Loan 
Calculation (MILC) -  form HUD -92264A -ORCF: 

 

¶ On the Instruction tab, Instructions #11 and #12 should be read as 

only  applicable pages should be provided.  For example, Section 

232/223f forms should only  include the Sources and Uses page and 

the Maximum Insurable Loan Calculation page.  

 

¶ Projects with existing reserve for replacement accounts should include 

that balance as both a Source and a Use on the Sources and Uses 

page.  It should then be included in the Maximum Insurable Loan 

Calculation page on line G.b. for acquisitions or H.b. for refinance 

tr ansactions.  

 

¶ The form should be signed and provided in both Excel and pdf format.  

 

¶ For 232/223f applications use Section G for acquisitions and Section H 

for refinance transactions.  

 

¶ Verify that none of the criteria is lower than the requested mortgage 

amo unt, and that the Maximum Insurable Loan cell on Page 2 of the 

MILC is completed.  

 
Keywords:  Maximum Insurable Loan Calculation, MILC, 92264A  
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CMS CHANGES TO FIVE - STAR RATING SYSTEM  
The Centers for Medicare and Medicaid Services (CMS)  has announced 

several changes to the Five -Star Rating System to improve consumer 
information about individual nursing homesô quality .  More information on 

CMS changes is available on the CMS webpage (here ).   
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ORCF PRESENTATION ON WEBINAR -  APRIL 1, 2015, 
FOCUSING PRIMARILY ON OWNER/OPERATOR 
COMPLIANCE ISSUES  
ORCF will make a presentation on a webinar on April 1, 2015.  The webinar 
will run from 2:00pm to approximately 3:00pm Eastern.  The webinar is 

hosted by the American Health Care Association/National Center for Assisted 
Living and will be open to AHCA/NCAL  members and nonmembers.  There is 

no charge for participation.   

 
The HUD presentation topics will include:  

 

¶ Overview of Section 232 Mortgage Insurance Program  

¶ Operator Financial Statement Requirement ðall projects, overview, 

reason for, etc.  

¶ Details on Op erator Financial Statement Submission  

o PortalðPart One  

o Operator Role  

o Lender Role  

¶ Operator working capital requirement  

¶ Borrower Surplus Cash ðOld approach (applicable to most projects)  

¶ Borrower Surplus Cash ðNew approach  

¶ Future state ðPortal Two ðElectronic subm ission of asset management 

requests  

 

Registration for this webinar is available ( here ).   
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FROM THE CLOSING CORNER  
Increases to Reserve for Replacement Deposits -  Firm Commitment 
Amendments and Reserve Account Balances -  232/223(f) & 

223(a)(7)  
ORCF is increasing the previously stated $10,000 threshold for increases to 

the initial deposits to the reserve for replacement account to avoid small 

mortgage reductions as a result of cost certification/closing statement  
(originally published in the August 19, 2010 Email Blast and restated in 

December 19, 2013 Email Blast.)   The new threshold will now allow $40,000 
for increased initial deposit amounts.  All amounts over $40,000 will be used 

to reduce the mortgage amount.   Requests for increases should be 

http://webinars.ahcancal.org/session.php?id=15521
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submitted to the assigned ORCF Closer and to avoid delay must be made at 
least 5 days prior to the targeted closing date.  
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Reminder for 232 New Construction Contracts  

Please remember that ORCFôs policy for Retainage Reduction Riders attached 
to executed HUD Construction Contracts must be in accordance with 

Healthcareôs policy found in our new Handbook 4232.1, Section II ï 
Production, Chapter 10.15.D.  This section, which reads, in part:  

 
ñéthe existing standard of 10% retainage will be required only until 

90%  completion. After 90% completion, the requirement will be 5% 

retainage until 100%  completion and 2.5% retainage until the loan 
reaches Final Closing.ò 

 
Please note that this is different than current Multifamily Housing policy. 

Multifamily Housing Riders will not be accepted.  
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Past Lean 232 Updates are available online . 

Have questions about the Lean 232 Program? Please contact 

LeanThinking@hud.gov . 

For more information on the Lean 232 Program, check out: 

http://www.hud.gov/healthcare . 

Have your loan servicing colleagues joined our email list? The Email Blasts 

contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 
safeguard our lists and do not rent, sell, or permit the use of our lists by 

others, at any time, for any reason.  If you wish to be taken off this mail list, 

please go here . 
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Proposed Rule Published ïFR-5632 -P-01 --ñFederal Housing Administration 

(FHA): Updating Regulations Governing HUD Fees and the Financing of the 

Purchase and Installation of Fire Safety Equipment in FHA - Insured 
Healthcare Facilities  
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PROPOSED RULE PUBLISHED ïFR- 5632 -P- 01 --ñFEDERAL 
HOUSING ADMINISTRATION (FHA): UPDATING 
REGULATIONS GOVERNING HUD FEES AND THE 
FINANCING OF THE PURCHASE AND INSTALLATION OF 

FIRE SAFETY EQUIPMENT IN FHA - INSURED HEALTHCARE 
FACILITIES  
 

On January 14, 2015, HUD published a Proposed Rule on Fees and Financing 
Fire Safety Equipment.  Through this rule, HUD proposes to update HUD fees 

for multifamily housing and residential healthcare facilities.  The proposed 
changes in this respect would give  HUD flexibility in raising or lowering fees.  

Through this rule, HUD also proposes to update and streamline the Section 

232 program regulations that govern the financing of the purchase and 
installation of fire safety equipment in the insured healthcare f acilities.  

These proposed changes to the residential care facilities program would 
streamline the fire safety equipment loan application process by eliminating 

unnecessary requirements, conforming needed requirements to current 
industry practices, and all owing for HUD to centralize the loan application 

process.  
 

Public comments are invited on this Proposed Rule.  Please see the Proposed 
Rule itself for more details ( here ).  Comments are due by March 16, 2015.  
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Past Lean 232 Updates are available online . 

Have questions about the Lean 232 Program? Please contact 

LeanThinking@hud.gov . 

For more information on the Lean 232 Program, check out: 

http://www.hud.gov/healthcare . 

Have your loan servicing colleagues joined our email list? The Email Blasts 
contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 

safeguard our lists and do not rent, sell, or permit the use of our lists by 
others, at any time, for any reaso n. If you wish to be taken off this mail list, 

please go here . 
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FINAL RULE PUBLISHED ï ñFEDERAL HOUSING 
ADMINISTRATION (FHA):   SECTION 232 HEALTHCARE 
FACILITY INSURANCE PROGRAM ï ALIGNING OPERATOR 
FINANCIAL REPO RTS WITH HUDôS UNIFORM FINANCIAL 
REPORTING STANDARDSò 
The Final Rule -  ñFederal Housing Administration (FHA):  Section 232 
Healthcare Facility Insurance Program ï Aligning Operator Financial Reports 

with HUDôs Uniform Financial Reporting Standardsò, containing the same 
provisions as the Interim Rule, was published on December 16, 2014, and is 

available here .  During the Interim Rule comment period, no public 
comments were received.    

 
As stated in the September 22, 2014 Email Blast, the Interim Rule was 

published on September 16, 2014 with an effective date of October 16, 

2014.   The Interim Rule provided that operators will have an additional 30 
calendar days to comply with the financia l statement reporting 

requirements.   Specifically, operators will now have 60 calendar days 
following the end of a fiscal quarter and 90 calendar days following the end 

http://www.gpo.gov/fdsys/pkg/FR-2014-12-16/pdf/2014-29464.pdf
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of the fiscal -year -end quarter to comply with HUDôs financial statement 
reporting requi rements.    

 
Keywords:  Operator Financial Reports  
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EARLY START AND EARLY COMMENCEMENT UPDATED 
INSTRUCTIONS AND CHECKLIST  

In response to Lender feedback and in an effort to improve proces sing 

times, ORCF has updated the Early Start and Early Commencement 
Instructions and Checklist.   They can be found on the Section 232 Program 

website for Early Start and Early Commencement of Construction Documents 
(here ).  

 
Keywords:  Early Start and Early Commencement of Construction  
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COMPLETING MANAGEMENT CERTIFICATIONS  

As a reminder, the services and compensation details of Management Fees 

presented in Management Certifications (HUD -9839 -ORCF) should be clearly 
spelled out.   Statements such as ñSee Management Agreementò are not 

acceptable, as they do not provide the detail necessary to be able to 
complete the ORCF approval.   The form should memorialize the approval  of 

the specific details presented, and generic references to the Management 
Agreement could appear to allow changes in that underlying document, 

without getting ORCFôs approval of those changes.  It is also not appropriate 
to copy and paste pages from the  Management Agreement into the 

Management Certification to provide the detail.   The information should be 

provided in a clear, succinct manner that gives the ORCF reviewer sufficient 
information to understand the level of compensation and services provided . 

 
Keywords:  Management Certifications  
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UPDATE ON INTEREST RATE REDUCTIONS  

We are pleased to report tremendous success in our Interest Rate Reduction 

(IRR) Program in ORCF.  We have received over 120 IRR submissions to 
date, already realizing well over $6 million in annual savings.  Our 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/underwriting/earlystart
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preliminary reviews are being processed by a specialized team in ORCF 
generally within 2 -3 weeks, allowing for timely interest rate lock - in to 

respond to market conditions.  
 

Additional IRR Guidance/Clarification :  Once the Preliminary Review is 
completed by the ORCF Team, ORCF notifies the lender by letter.  The lender 

is instructed to submit final modification documents reflecting the locked - in 
interest rate to ORCF and OGC for approval within 30 days in order to 

proceed to effectuate the IRR.   
 

¶ OGC Checklist : An OGC checklist has been developed that identifies 

documents needed to complete the expedited legal review of 

streamlined IRR for lendersô and lender counselsô use. 

¶ Title Policy/Lender Certification : As a general matter, HUD will not 

require a title endorsement in connection with an IRR.  It is up to the 

Lender to determine what diligence it needs in order to provide the 

required Certification to HUD .  OGC will accept title endorsement if the 

Lender chooses to submit one in lieu of the Certification.  OGC has 

developed a Lender Cer tification showing continued first lien priority 

for use in these types of transactions.   

¶ Modification of Mortgage : The mortgage/security instrument must 

be modified only if the form of that document or an addendum thereto 

identifies the interest rate.    

¶ Signatories : IRR submissions (see Sample Lender Analysis) must be 

reviewed and approved by a Section 232 HUD -approved UW.  We want 

to ensure consistent, accurate submissions by the Lender and ensure a 

quality review check at the lender level, to facilitate expedient 

processing by ORCF.  

Please see the Section 232 Program website for Loan Servicing and Asset 
Management ( here ) for instructions and sample formats for IRR 

submissions, along with the above - referenced OGC documents.  
Reminder:  IRRs are for streamlined processing only:  the purpose of an IRR 

submission is to propose to reduce the interest rate on Section 232  loans 
that are out of prepay lockout along with proposing a new prepayment 

premium schedule as part of the modi fication.  Our ORCF team ensures 
there are no other asset management concerns that need lender attention 

but strives to turn requests around quickly. Therefore, other substantive 
changes (e.g. TPA, change of operator/agent, changes to A/R Lines) must be 

pr ocessed as part of a normal asset management and legal review.  Please 
consult your assigned Account Executive for changes other than streamlined 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing
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interest rate reductions. Please submit any general questions on ORCFôs IRR 
process to Leanthinking@hud.gov . 

 
Keywords:  Interest Rate Reductions, IRR  
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LENDER PERFORMANCE IN UNDERWRITING FY 14  

The individual ORCF Lender  Performance Profiles have been sent to each 

lender participating in Section 232 underwriting in FY 14.  The profiles reflect 
ORCF feedback on underwriting deals brought to Loan Committee from 

October 2013 -September 2014.  Specifically, ORCF underwriters, workload 
managers and appraisers provide feedback on issues causing significant 

delays with lender performance based on six metrics: math calculations, 
quality control, responsiveness, due diligence, program/legal requirements 

and lender assessment of 3 rd  party reports. The feedback is compiled and 
quantified to determine any patterns of problems and then shared with 

lenders in the spirit of continuous improvement.  
 

In summary, for all deals submitted in FY 14, ORCF staff identified significant 
issues for 1 0% of the deals submitted, a marked improvement from a 19% 

error rate in FY 13 and a 25% error rate in FY 12.  In addition, 18 of the 39 

lenders that participated in Section 232 underwriting activity in FY 14 had 
NO issues identified with their Firm Applic ation submissions.  Quality control 

and math calculations topped the list of issues that ORCF communicated as 
contributing to delays in underwriting.  As communicated in Underwriting 

Training in July 2014, prospective underwriting was a common issue of 
con cern observed at Loan Committee.  However, we continued to see 

improvement throughout FY 14, which ended with a 7% error rate in the last 
quarter.  We truly appreciate the great efforts which Section 232 lenders are 

clearly taking to focus and improve the accuracy, quality and responsiveness 
in their Firm Application submissions.  

 
Any lender wishing to further discuss ORCF metrics or their specific profile 

should contact Mary Walsh, Lender Relations Liaison at 
mary .v.walsh@hud.gov . 

 

mailto:Leanthinking@hud.gov
mailto:mary.v.walsh@hud.gov
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REVISED ñSAVE THE DATEò FOR LENDER DIALOG 
MEETINGS  

At the Fall MBA Roundtable, ORCF announced a save the date for potential 

(subject to funding) lender dialog meetings with ORCF staff in downtown 
Jacksonville, Florida in mid -February.   Please note that due to a conflict with 

another conference, we have moved these possible dates to February 25 and 
February 26, 2015.  If we are able to offer this dialog, further details will be 

provided in a future Email Blast.  

 
Keywords:  Lender Dialog Meetings  

 
Back to top  

 

REMINDER -  SECTION 232 PROGRAM FEES PAID THROUGH 
PAY.GOV  

As mentioned in the September 22, 2014 and October 30, 2014 Email 
Blasts, on Nov ember 1, 2014, all Section 232 Program fees must be paid 

electronically by the Lender directly to Pay.gov, a secure website operated 
by the U.S. Department of Treasury.  See Mortgagee Letter 2014 ï20 ( here ).  

If you are experiencing technical difficulties with Pay.gov, you may reach 
Pay.gov Customer Service at: (800) 624 -1373.  In addition, you may email 

ORCF at 232FHAPayment@hud.gov .  
 

Keywords:  Pay.gov  
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FROM THE CLOSING CORNER  

 
Now AvailableéOptional Fast- Track Signing of Regulatory 

Agreements and Note!  

Effective immediately, the HUD Closer may permit early execution of the 
Regulatory Agreement and Note ONLY IF  all of the following have 

occurred :  
 

1. Draft closing packages have been received by the HUD Attorney and 
HUD Closer. [Note: HUD reserves the right t o withhold permission for 

early execution if the draft closing packages have serious omissions or 
defects.]  

 
2. Lender represents to ORCF that:  

a. There are no known impediments to close;  
b. Interest rate is locked; and  

c. Loan amount is finalized.  
 

3. HUD Attorney has reviewed and approved the Regulatory Agreements 

and Note  
 

4. HUD Closer has reviewed and approved the Regulatory Agreements 
and Note  

 
This fast track is optional and is an incentive for projects to finalize 

all details in order to avoid a last mi nute rush to sign closing 
documents.    

 
A Closerôs permission to send in documents for signature is NOT express 

permission to record or close.  Closing will still be contingent upon full 
program and legal approval.  The Regulatory Agreement will not be reco rded 

until the HUD Attorney expressly authorizes the title company to 
record.   The HUD Attorney will authorize recording only if there is 

program and legal approval .   

 
HUD will continue to sign last, only after documents are fully executed by 

other partie s.  
 

Back to top  
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Past Lean 232 Updates are available online . 

Have questions about the Lean 232 Program? Please contact 

LeanThinking@hud.gov . 

For more information on the Lean 232 Program, check out: 

http://www.hud.gov/healthcare . 

Have your loan servicing colleagues joined our email list? The Email Blasts 

contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 

safeguard our lists and do not rent, sell, or permi t the use of our lists by 
others, at any time, for any reason. If you wish to be taken off this mail list, 

please go here . 
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NEW HANDBOOK 4232.1 WEBPAGE  
A new HUD webpage has been created for Handbook 4232.1.  The new 
webpage now allows for individual chapters of the handbook to be 

downloaded separately.  The webpage continues to offer the option of 

downloading the entire handbook as one document.  The ent ire handbook 
and individual chapters are available here .  Note: For easier navigation, click 

on the ñBookmarksò icon on the left side of the viewer.  This will expand an 
index of all chapters as bookmarks which will provide a link directly to the 

chapter.  
 

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh/42321
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HANDBOOK 4232.1 SCRIVENER AND MINOR ERROR 
CORRECTIONS  
Since the May 22, 2014 publication of Handbook 4232.1, Scrivener and 

other minor errors have been identified and corrected.  These corrections are 
reflected in the handbook posted on the new Handbook 4232.1 webpage.  

For a list of Scrivener and other minor  error corrections, please refer to 
Transmittal 10 -17 -2014 on the handbook webpage.   

 
Keywords:  Section 232 Handbook, Scrivener Errors  
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PAY.GOV AND ACH BLOCKS  

Some lenders using Pay.gov to pay their Section 232 Program Fees have 
been unable to process their payments.  The cause may be that automatic 

debit to business accounts may be blocked by a security feature called an 
ACH Debit Block, ACH Positive Pay or ACH Fraud Prevention F ilters.  ACH 

Debit Block works by having an allowed list of ACH Company IDs.  This list 
enables allowable debits.  The agency identification for the Section 232 

Healthcare Fees Form is:  
 

Agency ID:   8609030027  
Form Name:  Healthcare Fees  

 
If you have any questions, Pay.gov Customer Service may be reached at: 

(800) 624 -1373  

 
Keywords:  Pay.gov  
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NEW HUD ATTORNEY CLOSING PUNCHLIST AND 
CHECKLISTS FOR 223(F), 223(A)(7) AND INITIAL 232 
CLOSING S 
New HUD Attorney Closing Punchlists and Checklists have been drafted for 
223(f), 223(a)(7), and initial 232 closings.  The updated Punchlists reference 

the 06/2014 version of the documents and include closing requirements 
from the new 232 Handbook.  The up dated Punchlists and Checklists have 
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been posted on the Section 232 Program website by the respective loan type 
and are available for immediate use.  

 
Keywords:  Closing Punchlist, Closing Checklists  
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LIMITED GUARANTY AND SECURITY AGREEMENT IN LIEU 
OF MASTER LEASE    
Under certain circumstances where a portfolio of properties do not have 
100% same ownership nor do they have any leases, a traditional master 

lease is not possible.  As an alternative to the Master Lease, a Limited 
Guaranty and Security Agreement ( here ) may be an appropriate alternative.  

The key princ ipal(s) will pledge their distributions (made to them within 180 

days prior to the default) to cure defaults on any of the properties.   The key 
principal(s) will be providing a guaranty as well as security interest in the 

above mentioned cash distributions .  (See Handbook 4232.1, Section II, 
Chapter 13.3.E.1)  

 
Keywords:  Limited Guaranty and Security Agreement  
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CLARIFICATION ON ORCFôS VIEW OF APPRAISALS FOR 
NON -PROFIT OWNERS AND OPERATORS  
It has become apparent that there is confusion related to the proper 
valuation of a healthcare facility operated by a non -profit organizatio n.  As 

always, the Departmentôs goal is to obtain a market value as defined within 
USPAP for the property.  Said plainly, the market value is what such a 

facility would sell for as of the effective date of the appraisal.  

 
It is not always the mission of no n-profit organizations to maximize cash 

flows.  Potential for -profit buyers would likely modify the operations with the 
goal of improving cash flows in mind.  Potential differences between non -

profit and for profit operators include but are not limited to staffing ratios, 
employee benefits packages, higher level food service, even potentially 

higher occupancy rates, reputational differences, etc.  It is appropriate for 
an appraiser to adjust these and other revenues and expenses to reflect a 

true market rat e operation (both on the revenue and expense side) in 
determining the value.  If the appraiser believes that the operations would 

materially change with a market rate sale, the appraiser must factor into 
their analysis the additional costs and risks associ ated with converting a 

facility from the current non -profit operation to a for profit operation (Please 

http://portal.hud.gov/hudportal/documents/huddoc?id=LmtdGuaranty-Sample.doc
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see Handbook 4232.1, Section II, Chapter 5.3.G).   The method for factoring 
in the additional costs and risks is up to the appraiser but could conceivabl y 

take the form of an increased cap rate or a reduction to value based on a 
discounted cash flow analysis to support the value or other methods as the 

appraiser deems appropriate.  
 

Keywords:  Valuation, Appraisals, Non -Profit  
 

Back to top  

 
STANDARD WORK FOR NEW CONSTRUCTION APPRAISAL 

REVIEW  
At the lender trainings this summer in Seattle, WA and Minneapolis, MN, 
ORCF outlined what HUD do es when reviewing a new construction appraisal.  

The document that outlines our standard work has been added to our 
Section 232 Program website.  These best practices were developed with 

input from appraisers, lenders, buyers, and underwriters. This is not  a form 
anyone will need to fill out but we encourage our third party appraisers to 

incorporate similar steps into their own trip work.  The HUD Appraisal 
Review Form for New Construction can be found here .  
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SAMPLE COVENANT FOR FLOODPLAIN AND WETLAND  
For projects where an incidental, undeveloped portion of the site is located in 

a floodplain or wetland, an exception from 24 CFR 55, Floodplain 
Management and Protection of We tlands, is allowed under 24 CFR 

55.12(c)(7).   In order to qualify for the exception, a covenant or comparable 

restriction must be placed on the propertyôs continued use to preserve the 
floodplain and/or wetland area.  HUD has issued a Sample Covenant for 

Floodplain and Wetland ( here ) that can be used as the template for a 
covenant that complies with 24 CFR 55.12(c)(7)(iii) :  HUD Sample Covenant 

For Floodplain or Wetland .  
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FLOOD ZONE DESIGNATIONS MATRIX  
HUDôs floodplain management regulations refer to the 100-year and 500 -
year floodplains as floodplains of concern.   FEMA Flood Insurance Rate Maps 

http://portal.hud.gov/hudportal/documents/huddoc?id=HUD_Appraisal_Review-NC.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=RestrictvCovFldplWtld.doc
http://portal.hud.gov/hudportal/documents/huddoc?id=RestrictvCovFldplWtld.doc
http://portal.hud.gov/hudportal/documents/huddoc?id=RestrictvCovFldplWtld.doc
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use a variety of different labels to identify the 100 -year and 500 -year 
floodplains and areas of minimal flood  hazard.  To help lenders correlate the 

flood zone designations, a table depicting the FEMA flood zone designations 
for 100 -year and 500 -year floodplains and for areas of minimal flood hazard 

has been posted in the Lender Tools on the 232 Program website ( here ).  
 

Keywords:  Flood Zone Matrix  
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REMINDER REGARDING CALCULATION OF DEBT 
SEASONING PERIOD  
The Section 232 Program Handbook, at Production Chapter 3.13.C, defines 

ñdebt seasoning.ò  Please note the way in which the debt seasoning period is 

calculated.  In particular, the debt seasoning period must b e completed 
before the Section 232 application is submitted.   In that regard, the 

provision states:  
 

éORCF requires a 2-year waiting period from the time the existing 
debt was generated (loan closing) and the date the firm application for 

FHA- insured financing is submitted to HUD.  
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REMINDER REGARDING TREATMENT OF EXISTING 
RESERVES ESTABLISHED AS COLLATERAL OF CURRENT 
LOAN  
ORCF occasionally encou nters a reserve account that was required as 

collateral for an existing loan to be refinanced.  The Section 232 Handbook 
addresses how the sum required to be placed in that reserve account is to 

be treated during the Section 223(f)/232 refinance.  Each ele ment of the 
language cited below is separately required to be met.  In particular, 

Production Section 3.13.B.4 states:  
 

4. Reserves held by Current Lender . Escrows and reserves 

comprising any additional property - related collateral held by the 
current Lender against the loan, but then released at some point after 

initial funding of the loan will only be considered eligible if:  
a.  The loan comprising the existi ng indebtedness meets eligible 

debt and debt seasoning requirements,  

http://portal.hud.gov/hudportal/documents/huddoc?id=Flood_Zone_Designations.pdf
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b.  The release provisions for the funding of the current loan were 
clear and pre -defined at the time the original loan was made, 

and  
c.  The escrow is released before the FHA Lender makes appl ication 

to HUD for the loan.  
 

Any reserves not meeting these criteria will be treated like R4R on 
deposit and subtracted from the Total HUD Eligible Costs pursuant to 

MILC Criterion H.  
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EXTENSION OF TIMEFRAMES FOR FILING OPERATOR AND 
MASTER TENANT FINANCIAL STATEMENTS; AMENDMENT 
OF EARLIER AGREEMENTS UNNECESSARY  
In the October 6, 2014 Email Blast, we pointed out that HUD had published 

the I nterim Rule ( here , effective October 16) extending the timeframe for 
submitting quarterly and annual operator and master tenant financial 

statements (from 30 to 60 days for quarterly/YTD statements and from 60 
to 90 days for year -end stat ements).  We also pointed out that, for projects 

that close on or after October 16, the operator and master tenant regulatory 

agreements should be revised before closing to reflect the more favorable 
financial statement submission time frames.   

Please not e the more favorable submission timeframes for these particular 
financial statements also apply to projects that closed before October 16, 

2014.  It is not, however, necessary to amend the earlier regulatory 
agreements to reflect those revised timeframes; the timeframes of the 

Interim Rule control over conflicting timeframes in those earlier regulatory 
agreements.  

 
Keywords:  Operator Financial Statements, Uniform Financial Reporting 

Standards, 92466A  
 

Back to top  
 

JULY 2014 SECTION 232 LENDER TRAININGS -  PARKING LOT 

FOLLOW - UP  
As a follow -up to ORCFôs July lender trainings in Seattle, WA and 

Minneapolis, MN, we are pleased to provide the following response to the 
Parking Lot items  that were generated through our discussions with lenders 

at these training.  

http://www.gpo.gov/fdsys/pkg/FR-2014-09-16/pdf/2014-22069.pdf
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Issue  ORCF Response  

New Construction Criteria 

Template:   Post the New 
Construction Criteria Template to 

hud.gov  

New Construction Criteria Template 

has been posted to hud.gov under 
Training Presentations, #16.  

Risk Management - Operator 
Regulatory Agreement 

Requirements Grid:   Post the Risk 
Management -Operator Regulatory 

Agreement Requirements Grid to 
hud.gov  

Risk Management -Operator 
Regulatory Agreement 

Requirements Grid has been posted 
to hud.gov, under Training 

Presentations, #17.  

Early Starts:   Will ORCF permit an 

Early Start after the initial firm 
commitment is issued?    

Because Final Application reviews 

typically have a fairly short 
turnaround time,  ORCF recommends 

that lenders consider the timing 
impact of such an approach.  As a 

reminder, in all Early Starts, the 
construction is at the full risk of 

the borrower.    

 
Early Start requests enable 

construction to start once the Firm 
Commitment has been issued, but 

prior to initial closing.   In the case 
of a Two -Stage application, there is 

no prohibition against an Early Start 
request after the Initial Firm 

Commitment is issued, however the 
request does require construction 

documents to be submitted.   These 
documents, such as permits, 

construction contracts and cost 
estimates, plans and specifications, 

are also required as exhibits for the 

Final Submission application 
package.  The key consideration in 

submitting a Two -Stage application 
versus a Single Sta ge application is 

generally to save the time and 
expense of developing full 

construction 
documents.   Submission of an Early 

Start request between the two 
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stages adds another review stage to 
the process, including documents 

that will be submitted and review ed 
at the Final Application stage, and 

could minimize the efficiency of the 
application review process.   

OGC Reviews on Small 

Portfolios:   Can the OGC attorney 
who reviewed the Master Lease or 

AR Financing Documents also 
complete the closing and other 

pr ojects in the portfolio?  

ORCF attempts to identify related 

projects on the front end.   Due to 
projects being located in different 

states and differing workloads we 
cannot guarantee that the same 

OGC attorney that reviews the 
Master Lease and AR Financing 

Documents will also complete the 
Closing Review.   We have set up an 

internal document sharing system 
for OGC attorneys to improve 

communications across offices.  

Post Limited Guarantee & Pledge 
Agreement example document  

See article in this Email Blast.  

Th ird Party Appraiser 

Inspections:   Is there a minimum 
number of units the Third Party 

Appraiser must inspect?  
 

Unlike Multifamily, ORCF does not 

indicate a percentage of units that 
must be inspected. ORCF does 

however expect that the selected 
appraiser, having the qualifications 

stated in ORCF Handbook, 
Production, Chapter 5.2, will inspect 

the exterior, all floors of the interior, 
the common areas, and a 

representative example of each unit 

type.   

New Construction Appraisal 

Review Worksheet:   Please post 
this to hud.gov.    

See article in this Email Blast.  

Two Stage Submissions:  

Are Initial Submission applications 
submitted before September 1, 

2014 subject to the new Section 
232 Handbook for the Final 

Submission if the Final Submission 

is submitted after September 1, 
2014?    

The lender should use the guidance 

that was in place at the time of the 
initial submission application.  
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Clearance for Non - Profits:    
2530 clearance should be added as 

a requirement for Executive 
Directors on Non -Profits as they are 

decision makers.  
 

In most situations the Executive 
Director of a Non -Profit is 

considered to be a Corporate Officer 
and must file a Form -HUD 2530 or 

APPS Submission.  

Align 100/500 year references 

to FEMA flood zones:  

See article in this Email Blast.  

Borrower Experience:    

Is there a required percentage of 

ownership (the borrower) that must 
have experience (experience of 

similar scope/size, with HUD, 3 
years, etc.).  

In order to protect FHA risk, ORCF 

requires that ownership 

demonstrate experience in addition 
to the experience of the operator 

and/or management agent.  In 
particular, for new construction, 

please refer to the New Construction 
Criteria Template.   

HUD as Loss Payee:   Can we 

affirmatively state in HB that HUD 
no longer needs to be named loss 

payee (according to lender some 
OGC still requiring this).  

This is in the process of being 

corrected in the handbook.  

FAQs:   Check the FAQ on the 

Working Capital Requirement to 
assure that it is consistent with the 

increase to 4% Working Capital.  
 

ORCF is in the process of scrubbing 

the FAQs to ensure that, in light of 
the new Handbook, we have 

removed those FAQs that are no 
longer relevant or necessary.  The 

working capital questions (of which 
there are 3 (1 in Eligibility and 2 in 

Loan Sizing) are among those we 
plan to remove.  

Working Capital Escrow Release 

Provisions:   Release Provisions for 
working capital escrow seem to be 

stricter than previously.   Have they 
been intentionally increased?  

 

This is not a new requirement, and 

though our language is slightly 
reworded and specific to 6 months 

of break -even occ upancy, it is very 
much in line with previous 

guidance.   The Old Map Guide 
states, in Chapter 13 (Section 

13.15.C.3.a):  
3. Final Release of Escrow.  

a. The Lender may release any 

balance of the working capital 
escrow to the mortgagor one year 

after substant ial completion where 
the project is not in default.  
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Clarify Debt counted in 92.5% of 
Loan - to - Value test  

This is being considered for future 
handbook updates.   In the 

meantime, lenders with specific 
questions should contact 

LEANThinking@hud.gov . 

Management 
Certifications:   Lenders arenôt 

always receiving a copy of the 
executed Management Certification 

from the ORCF Underwriter.  

The ORCF Underwriter punchlists 
have been updated to ensure a copy 

of the executed certification will be 
provided prior to loan committee.  

Handbook Comments:   How will 
ORCF be handling responses to 

handbook comments that are sent 
to LEANThinking@hud.gov .  

LEANThinking@hud.gov  is 
responding directly to the person 

who submitted the comments.  
Additionally , if the comments point 

to a need for a clarification, ORCF 
will do so by Email Blast or, where 

appropriate, will include in a future 
set of Handbook edits.  

Property Insurance:   How is the 

90% of Replacement Cost defined 
for property insurance purposes.  

The 90% of Estimated Replacement 

Cost Value (as defined by the 
Insurable Value Calculation 

contained in the 3rd party Project 
Capital Needs Assessment)  

 
This will be clarified in the upcoming 

revision of the Section 232 
handbook.  

Insurance:  How will the new 

insurance requirements in Handbook 
Part 1, Chapter 14 be addressed for 

existing projects?  

As set forth in the Email Blast of 

June 26, 2014 and September 5, 
2014, new applications received on 

or after November 1, 2014 will be 
required to comply with the  new 

insurance requirements set forth in 
the handbook, Section II, 

Production, Chapter 14; new 

applications submitted prior to that 
date have the option to comply with 

these requirements.   Existing 
Section 232 projects will not be 

required to implement the se new 
insurance requirements; however, if 

a Project should choose to 
implement the changes at the time 

of insurance renewal, that is a 

mailto:LEANThinking@hud.gov
mailto:LEANThinking@hud.gov
mailto:LEANThinking@hud.gov
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business decision available to them, 
provided that the new property and 

general liability insurance 
requirements are the n met in their 

entirety.  

Accounts Receivable Financing 
Review:  

A/R review -2.7G not approved 
during Part 1 review, falling through 

cracks between UW and Closing 
Coordinator assignment.   Should be 

the UW, maybe look at clarifying the 
A/R PL.  

The ORCF underwriter should review 
this.  We are updating our A/R 

punchlist to address this.  

DACA/DAISA Standard 

Forms:   Is there a possibility to 
have standard required forms for 

DACA/DAISAs forms rather than 
samples?  

HUD has explored this option in the 

past, but the feedback we received 
was that the industry participants 

would not be amenable to standard 
forms.  

Section 223(f) Cost 

Certifications:  
Would it be possible to submit 223f 

costs certifications only a few weeks 
before closing so the lender would  

not have to submit multiple versions 
of the cost certification?  

The draft 223(f) cost certification 

needs to be completed in the draft 
closing package and we understand 

that the cost certification will be 
submitted later with backup 

documentation.   It hel ps us review 
the final cost certification package 

more quickly.        

223a7 Survey Affidavit:   Allow 
use of the survey affidavit for 

situations where there are minor 
exceptions such as a ñShuffleboard 

Courtò to be permitted so a brand 
new survey is not re quired.  

The requirements for when a new 
survey is not required are laid out in 

the borrowerôs survey certification.  
Anything that falls outside of that 

scope needs to be reviewed by OGC 
and ORCF on a case by case basis.  

Two Sided Copying for Closing 

Documents:  
Accept two sided copying for closing 

documents that are not to be 
recorded.  

ORCF does not object to double -

sided printing and cutting down on 
printing and shipping costs, 

however, it is up to the individual 
OGC attorney to determine whet her 

this is acceptable.  

Increased Reserve for 
Replacement Deposits at 

Closing:   The suggestion was made 
to allow a higher threshold for 

depositing additional funds into the 

In response to industry concern, 
ORCF is reviewing this issue and 

plans to p ublish a decision in a 
future Email Blast.  



October 30, 2014  
 

   
 

Reserve for Replacement at closing 
when the costs are lower than 

anticipated.   Cur rently Closers can 
automatically approve up to an 

additional $10,000 being deposited 
into the Reserve for Replacement at 

closing without needing to have the 
loan amount reduced.    

Section 241(a) Loan Sizing:   Can 

Criterion D for 241(a) projects be 
waived?  

ORCF cannot waive that loan 

criterion because it is a statutory 
requirement (12 USC 1715z -6)  
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others, at any time, for any reason. If you wish to be taken off this mail list, 

please go here . 

 

http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L


October 6, 2014  
 

   
 

 

HUDôs Lean 232 Program 

Office of Residential Care Facilities (ORCF)  

Update as of October 6, 2014  
 

 
 

October 6, 2014 Contents  

 
Commencement of Operator Reporting of Financial Statement  

Changes to Regulatory Agreements to Reflect Extended Reporting Periods  

Document Links Included In This Blast  

 

 
 

COMMENCEMENT OF OPERATOR REPORTING OF 
FINANCIAL STATEMENT  
On October 3, 2014, HUD issued Federal Notice No. FR -- 5794 -N-02 -

Submission of Operator Financial Reports in Accordance with HUDôs Uniform 
Financial Reporting Standards:  Commencement of Compliance. (Click here  

for the Federal Register Notice).  Accordingly, Operators must submit their 
operator financial reports to the lender that services the FHA insured 

mortgage for the project for fiscal years c ommencing on or after December 
2, 2014.  

 
Keywords:  Operator Financial Reports, Uniform Financial Reporting 

Standards  
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CHANGES TO REGULATORY AGREEMENTS TO REFLECT 
EXTENDED REPORTING PERIODS  

HUD published Interim Rule ñFederal Housing Administration (FHA):  Section 
232 Healthcare Facility Insurance Program ï Aligning Operator Financial 

Reports with HUDôs Uniform Financial Reporting Standardsò (click here  for 
Interim Rule) on September 16, 2014, with an effective date of October 16, 

2014.  The rule extends the timeframe for providing quarterly and annual 
financial stat ements.   

 
As a result of this change, for projects that close on or after October 16, 

2014, the existing regulatory agreement language should be revised to 

http://www.gpo.gov/fdsys/pkg/FR-2014-10-03/pdf/2014-23484.pdf
http://www.gpo.gov/fdsys/pkg/FR-2014-09-16/pdf/2014-22069.pdf
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reflect the more favorable reporting timeframes.  The proposed changes are 
as follows:  

 
HUD Form 92 466A Healthcare Regulatory Agreement -  Operator:   

Page 13 (Operator Reg. Agreement)  
Unless otherwise specified by HUD, Operator shall submit to HUD and 

Lender, on a quarterly and year - to -date basis (or more frequently if 
specified by HUD), prepared and cer tified by an authorized representative or 

agent of Operator, such financial reports relating to the operation of the 
Healthcare Facility (including, but not limited to, financial statements, 

accounts receivable/payable aging reports and occupancy reports) in the 
formats and at such times as may be approved by HUD in accordance with 

Program Obligations.   Such reports must be submitted no later than sixty 60 
days after the period covered by the reports, except for reports relating to 

the final quarter of each  year, which shall be submitted no later than ninety 

90 days after end of the fiscal year.   Such reports are subject to the 
sanctions contained in 18 U.S.C. Sections 1001, 1010, and 1012.    

 
HUD Form 92466A Healthcare Regulatory Agreement ï Master 

Tenant:   
Page 10 -11    

Master Tenant shall submit, or cause to be submitted, to HUD and Lender, 
on a quarterly and year - to -date basis (or more frequently if specified by 

HUD), prepared and certified by an authorized representative or agent of 
Master Tenant, such fi nancial reports relating to the Healthcare Facility 

(including, but not limited to, financial statements, accounts receivable, 
aging reports and occupancy reports) in the formats and at such times as 

may be required by HUD, including without limitation any  consolidated 
statements if required by HUD.   Such reports must be submitted no later 

than sixty 60 days after the period covered by the reports, except for 

reports relating to the final quarter of each year, which shall be submitted 
no later than ninety 9 0 days after end of the fiscal year.    

 
Keywords:  Regulatory Agreement, Operator Financial Statements, Uniform 

Financial Reporting Standards, 92466A  
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86.  The Interim Rule -  ñFederal Housing Administration (FHA):  
Section 232 Healthca re Facility Insurance Program ï Aligning Operator 

Financial Reports with HUDôs Uniform Financial Reporting Standardsò  
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OPERATOR FINANCIAL STATEMENTS  
The Interim Rule entitled ñFederal Housing Administration (FHA):  Section 

232 Healthcare Facility Insurance Program ï Aligning Operator Financial 
Reports with HUDôs Uniform Financial Reporting Standardsò (click here  for 

Interim Rule) was published September 16, 2014 and will become effective 
October 16, 2014.  The Interim Rule provides that operators will have an 

additional 30 calendar days to com ply with the financial statement reporting 
requirements.  Operators will now have 60 calendar days following the end 

of a fiscal quarter and 90 calendar days following the end of the fiscal -year -

end quarter to comply with HUDôs financial statement reporting 
requirements.   

 
Additionally, guidance is now available on how operators are to submit their 

financial statements to HUD.  Operators should follow the instructions 
provided under the ñOperator Financial Statementsò header on the Section 

232 Program website ( here ).  The financial statement reporting 
requirements for operators were first  set forth in the Final Rule entitled 

ñFederal Housing Administration (FHA):  Section 232 Healthcare Facility 
Insurance Program -Strengthening Accountability and Regulatory Revisions 

Updateò (the ñAccountability Rule,ò Federal Register, Vol. 77, No. 174, pp. 
55120 -55138).  The Accountability Rule specified that guidance would be 

issued on the manner in which such financial reports will be submitted.   
 

Keywords:  Operator Financial Statements, Uniform Financial Reporting 

Standards  
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SECTION 232 PROGRAM FEE PAY.GOV  TRAINING  

Mortgagee Letter 2014 ï20 ( here ) issued on September 18, 2014 announced 

the requirement that Section 232 Program Fees must now be paid to HUD 
through Pay.g ov.  ORCF has scheduled a ñLive Meetingò training on the 

Pay.gov form that will be used to pay the Section 232 fees.  The ñLive 

Meetingò training will be held on September 30, 2014 at 10:00 a.m. EST.  
Section 232 Lenders interested in this training should email their email 

addresses to 232FHAPayments@hud.gov  no later than September 26, 2014.  
The list will be used to generate the ñLive Meetingò training announcement.  

 
Keywords:  Section 232 Program Fee, Pay.gov, Training, Mortgagee Letter 

2014 -20  
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Have your loan servicing colleagues joined our email list? The Email Blasts 
contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 
safeguard our lists and do not rent, sell, or permit the use of our lists by 

others, at any time, for any reason. If you wish to be taken off this mail list, 

please go here . 
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SECTION 232 HANDBOOK 4232.1 EFFECTIVE SEPTEMBER 
1, 2014  
As mentioned in the May 28, 2014 and June 26, 2014 Email Blast, the 
Section 232 Handbook is effective as of September 1, 2014.  The handbook 

provisions apply to all projects in the 232 portfolio and all lender/underwriter 
approval requests on September 1, 2014 and thereafter.   

 

Insurance requirements (including property and general liability insurance, 
but excluding professional liability insurance) will not be effective until 

November 1, 2014.   Please see June 26, 2014 Email Blast for more details.  
As st ated in the June 26, 2014 Email Blast, existing Section 232 projects will 

not be required to implement these new insurance requirements; however, if 
a Project should choose to implement the changes at the time of insurance 

renewal, that is a business decis ion available to them, provided that the new 
property and general liability insurance requirements are then met in their 

entirety.  
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Additionally, Section III ï Asset Management, Chapter 4 ï Financial 
Operations, Section 4.5 -  Financial Risk Metrics of Oper ator, Subsections A -F 

related to Operator financial reports, will not be effective until 60 days after 
the requirements are announced in the Federal Register.  

 
Keyword:  Section 232 Handbook 4232.1, Operator Financial Reports, 

Financial Operations  
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PRE -CONSTRUCTION CONFERENCE AGENDA AND LENDERôS 

PRE - CONSTRUCTION CONFERENCE DUTIES DOCUMENTS 
UPDATED  
With the recent publication of the new Section 232 Handbook 4232.1, the 

ñLenderôs Pre-construction Conference Agenda,ò (here) and ñLenderôs Pre-

construction Conference Duties,ò (here ) documents have been updated.  
 

All conferences held on or after the date of this Email Blast shall use these 
new documents.  

 
Keywords:  Pre-construction, Documents  
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GENERAL CONTRACTORôS REQUISITION FOR AN INITIAL 
DRAW ON LOANS WITH EARLY COMMENCEMENT OR EARLY 
START APPROVAL  

On loans given Early Commencement or Early Start approval, if construction 
proceeds are being requested when the Lender submits Initial Endorsement 

documents, the Initial Draw, form HUD -92403, Application for Insurance  
of Advance of Mortgage Proceeds, must reference and attach a single form 

HUD-92448, Contractorôs Requisition.   The amount claimed in line item #1, 
of form HUD -92403, must match the net amount of the requisition on 

page  2 of the attached form HUD -92448.  
 

The above form HUD -92448, must include signatures by the General 

Contractor, Architect, and HUD Contr act Inspector.   However, since 
construction draws are not conducted during Early Commencement or Early 

Start, communication among the Lender, ORCFôs Construction Manager, 
Michael Peeler, and the HUD Contract Inspector, is key to obtaining the 

necessary ins pection and signatures related to the HUD -92448.  
 

http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Con_Agenda.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Duties.docx
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Therefore, prior to submitting the Initial Draw to HUD, the Lender must 
contact the ORCF Construction Manager, Michael Peeler, at 

Mike.Peeler@hud.gov .  That email will state Initial Endorsement is 
anticipated, and form HUD -92448 needs to be signed in the field, to include 

with the Initial Draw documents.   Michael Peeler shall then contact the 
assigned Contract Inspector, advising the m to coordinate their first Draw 

Inspection at the job site, with the General Contractor and Architect, and to 
sign the single form HUD -92448.  

 
After the HUD -92448 is signed by the General Contractor, Architect, and 

HUD Contract Inspector, it will be given to the Borrower, who will transmit it 
immediately to the Lender, with the other Initial Draw documents.  

 
The Lender shall then transmit the complete Initial Draw to the assigned 

ORCF Closer for final review and approval.  

 
As a reminder, Early Commenc ement does not imply a firm commitment will 

be issued.  
 

Keywords:  Initial Draw, Early Commencement, Early Start  
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FHA NUMBER REQUEST SUBMISSION EMAIL CHANGE  
Effective immediately, ORCF has a new email address for lenders to send in 
their FHA Number Requests and FHA Number inquiries.  The new email 

address is 232FHARequests@hud.gov  and lenders can start using the new 
address now.  The format for requesting FHA numbers has not changed and 

Rasheedah Dix will continue to process the FHA requests.  Also, any request 
that was sent before this email blast will be processed, but all future  

submissions should be sent to the new FHA mailbox for processing.   
 

Keywords:  FHA Number Requests  
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REMINDER ON HUD FIRM APPLICATION INSTRUCTIONS  
Please remember to read our Firm Appli cation Instructions ( here ) and make 

sure application submissions are in agreement with ORCF limitations.  
Examples of things to keep in mind:   

¶ All electronic documents are less than 50 megabytes in size.  Double 
check your third party reports an d plans/specs when applicable.    

¶ Please use only letters, numbers and underscores  when naming files.  
Avoid using special characters   \  / : * ? " < > | # { } % ~ &   as part 

mailto:Mike.Peeler@hud.gov
mailto:232FHARequests@hud.gov
http://portal.hud.gov/hudportal/documents/huddoc?id=FirmAppInstructions.docx
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of the file name (the software used by ORCF will not accept special 
characters)  and punctuations.   Please pay particular attention to the 

Asbestos Operations and Maintenance Plans.  
¶ When completing the Common ownership (section 5a and b) of the 

Form HUD -90022 -ORCF, include projects from past 18 months AND 
older than 18 months.  

 
Also, sin ce the Check Transmittal Letter was merged with the Certification 

for Submission of Electronic Firm Application (Form HUD -90022 -ORCF), it no 
longer needs to be submitted as a separate letter.  

 
By paying attention to the instructions detailed on the Firm Application 

Instructions document, you can better assure that applications will be 
received and processed in a more timely fashion, without the applications 

being sent back due to the system not being able to receive them.     

 
Keywords:  Application Processing  
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INITIAL OPERATING DEFICIT CALCULATIONS  
When we created our standardized template for calculating initial operating 

deficits (Form 91228 -ORCF) we anticipated there would be delayed 

reimbursement payments from government sources such as Medicare and 
Medicaid.  Many of our new construction projects are private -pay (e.g. many 

Assisted Living Facilities and Board and Care Facilities) and delaying the time 
for reimbursements by two months results in an exaggerated deficit.  We 

have posted the Initial Operating Deficit Escrow Calculation Template ï 
Private Pay Sample ( here )  that calculates the initial ope rating deficit without 

the assumption that there will be a delay in governmental source receipts.   
This version may be used at the lenderôs option ï instead of revising the 

formulas on Form 91228 -ORCF.  However, it is only to be used for projects 
that are  anticipated to be entirely private pay. It is a temporary solution. At 

some point we hope to have a version that works across a wide range of 
contingencies such as blends of payor types, or projects with existing cash 

flows. The ñDetails & Draw Requestsò tab of the Initial Operating Deficit 
Escrow Calculation Template ï Private Pay Sample  is not locked for editing. 

If you need to edit the formulas further, please explain the revisions you 

have made in the lender narrative of your Firm Application submittal .     
 

Keywords:  Initial Operating Deficits Calculations, Form 91228 -ORCF 
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FROM THE CLOSING CORNER  
 

Updated ORCF Closer Checklists for 223(f) and 223(a)(7) Projects  

Updated ORCF Closer Checklists for 223(f) ( here ) and 223(a)(7) ( here , 

revisions dated 5/12/14) projects are now posted on the Section 232 
program website.  
 

The updates include referencing the Borrowerôs Certification -  No Adverse 

Actions (as required by the Firm Commitment) and noting that the draft 
closing statement should be from the Sources & Uses page of the HUD -

92264a -ORCF.   
 

These checklists are effective immediately.  
 

 

 
 

READY..SET..GO!   Letôs Close These Projects! 

 

 
 

The ORCF Closing team invites you to submit your complete closing 
packages to the assigned HUD Attorney and HUD Closer as soon as they are 

ready.   ORCF Closers will work closely with HUD Attorneys to try and meet 
any closing deadlines set forth before the end of HUDôs fiscal year. 

 
How do I get a HUD Attorney assignment?  

Along with your Firm Commitment, your HUD Underwriter should have 
emailed you the contact name and address of the assigned HUD 

Attorney.   Please check your inbox for that email, and if one was never sent 
to you, please email ORCFCloser@hud.gov . 

 
How do I get a HUD Closer assignment?  

When youôve submitted your draft legal package, email 
ORCFCloser@hud.gov  indicating that the legal packag e has been 

sent.   ORCFCloser@hud.gov  will email you back (usually within 1 -2 business 

days) with a Closer assignment.  
 

Do I email ORCFCloser@ hud.gov  for a CONTRACT Closing?  

http://portal.hud.gov/hudportal/documents/huddoc?id=Closer_Checklist-f.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=Closer_Checklist-a7.docx
mailto:ORCFCloser@hud.gov
mailto:ORCFCloser@hud.gov
mailto:ORCFCloser@hud.gov
mailto:ORCFCloser@hud.gov
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No.   If your project was underwritten by a contract Underwriter, please 
expect a contract Closer to be in touch.  

 
IMPORTANT:   Clean, accurate, and complete closing packages will ensure a 

smooth and efficient closing.  
 

Thank you and we look forward to closing these projects with you!  
 

Back to top  
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Past Lean 232 Updates are available online . 

Have questions about the Lean 232 Program? Please contact 

LeanThinking@hud.gov . 

For more information on the Lean 232 Program, check out: 

http://www.hud.gov/healthcare . 

Have your loan servicing colleagues joined our email list? The Email Blasts 
contain information relevant to them as well. You might suggest they Join 

here . 

We hope that you will want to continue receiving information from HUD. We 
safeguard our lists and do not rent, sell, or permit the use of our lists by 

others, at any time, for any reason. If you wish to be taken off this mail list, 

please go here . 

 

http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Con_Agenda.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=Pre-con_Duties.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=FirmAppInstructions.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=IODcalc-Private_Pay.xlsx
http://portal.hud.gov/hudportal/documents/huddoc?id=IODcalc-Private_Pay.xlsx
http://portal.hud.gov/hudportal/documents/huddoc?id=Closer_Checklist-f.docx
http://portal.hud.gov/hudportal/documents/huddoc?id=Closer_Checklist-a7.docx
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/mail_blast_index
mailto:LeanThinking@hud.gov
http://www.hud.gov/healthcare
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L
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OMB APPROVED 232 DOCUMENTS ARE AVAILABLE ON 
HUDCLIPS  

On February 27, 2014, HUD posted a 30 -day Paperwork Reduction Act 
Notice requesting comments related to the Section 232 documents (FR -

5752 -N-22).   The Notice provided for and solicited comment on: the 
possibility of electronic submission, changes made to t he Intercreditor 

Agreement, and to the entire proposed collection of information. In response 
HUD received comments from several commenters.   All responses were 

considered by HUD and many suggested revisions were adopted.   The 
suggested revisions included some substantive changes which are 

summarized below.   The documents were then sent to Office of Management 
and Budget (OMB) for review and approval.   OMB has now approved the 

entire collection.   Accordingly, HUD has posted the revised Section 232 
documents , which also include edits resolving scrivenerôs errors and updated 

OMB form information, onto HUDClips for immediate use.    
 

Inasmuch as the changes made are responsive to industry concerns and are 

also in many cases clarifying changes, HUD does not perce ive the immediate 
effectiveness of the documents to be burdensome.   Accordingly, the 

documents are to be used immediately in any instance in which the 
documents published on March 14, 2013 would otherwise have been 

required.   HUD does recognize, however, t hat in some instances substituting 
the newly published documents for those published in March 2013 could 

present logistical difficulties.   To help address this, HUD will permit parties to 
use the March 2013 version of any such documents submitted prior to 

August 31, 2014.   The revised documents have now been substituted for the 
former documents both on HUDClips and also on ORCFôs website 
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links.   Redline versions of the nine documents are also available on ORCFôs 
website , for comparison purposes.    

 
ORCF will hold a conference call for all lenders to provide an overview of the 

Section 232 document changes and provide an opportunity for questions and 
answers.   All participants for this conference call are required to identify 

themselves by stating their full name during the conference call prompt prior 
to entering the conference.  

 
Date:         August 1, 2014  

Time:        12pm -1pm Eastern Standard Time  
Dial - In #:   877 -336 -1280  

Passcode: 6521346#  
 

Summary of Section 232 documents substantive changes:  

 
1.   Master Lease Subordination, Non - Disturbance and Attornment 

Agreement   (Master L ease SNDA)   (HUD-92333 -ORCF)  
 

The following changes were made:  
 

¶ Section 3, ñProject Operating Deficiencies,ò HUD has revised what 
constitutes a Project Operating Deficiency giving rise to the need to 

retain a consultant.   In that regard, HUD has substitut ed a debt 
service coverage ratio for several other financial indicators.   HUD has 

also added language to explicitly limit the circumstances in which a 
denial of payments or a proposed termination of Permits and 

Approvals would constitute a Project Operatin g Deficiency, thus 
clarifying that an operator diligently and adequately addressing such 

matters would have some reasonable time to resolve them.  

 
¶ Section 3 , HUD has also clarified that a Project Operating Deficiency 

is not necessarily an Event of Default,  and will not be considered an 
Event of Default unless such circumstance meets the requirements for 

an Event of Default pursuant to the relevant Loan Document .  
 

¶ In Section 4, ñMaster Tenant and/or Operator Rights to Cure,ò 
HUD has clarified that the defau lts being referenced are those of the 

borrower.    HUD has also stricken the requirement that an operator or 
master tenant seeking to cure a borrower default can only do so if no 

Project Operating Deficiency exists.  
 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/final_232_documents
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/final_232_documents
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¶ In Section 10 ñMiscellaneous,ò HUD has r evised the definition of 
ñMaterial Risk of Terminationò to make it consistent with the definition 

used in the Regulatory Agreements.  
 

2. Operator Security Agreement and Rider ( HUD-92323 -ORCF) 
 

¶ In Section 2 ñRepresentations; General Covenants,ò HUD has 
revised subsection (c) to recognize that Books and Records might be 

located off site.  
 

¶ In Section 8 , HUD has revised subsection (g) to clarify that 
ñPermitted Liensò would not be a circumstance constituting an Event 

of Default.    
 

¶ In Section 23 ñMiscellaneous,ò HUD has revised subsection 

(b).   That subsection generally provides that where Lender consent, 
approval or determination is required, the Lender provides or 

withholds it in the Lenderôs sole discretion.  Recognizing that certain 
other provi sions of this document impose a reasonableness standard 

on certain specific decisions of a Lender, HUD has inserted ñexcept as 
may be otherwise specifically provided hereinò into this subsection.  

 
¶ HUD has also added Section 25 , which will be used to indic ate 

whether the Security Agreement includes a Rider.  
 

¶ Finally, HUD has added a final paragraph to the Rider, so as to include 
a definition of Material Risk of Termination consistent with the 

definition used in the other Section 232 documents.    
 

3. Master  Tenant Security Agreement ( HUD-92340 -ORCF) 

 
¶ HUD made conforming and clarifying changes as discussed above with 

respect to the Security Agreement, and HUD also added a Rider to the 
Master Tenant Security Agreement, in a form analogous to that 

already used with the Operator Security Agreement.  
¶ In Section 3 ñRepresentations; General Covenants,ò HUD edited 

subsection (j) to clarify how a Master Tenant might receive 
Government Payments due the Operator.  

 
¶ In Section 16 ñOperations Transfer/Cooperation in Event of 

Sublease Termination,ò HUD added language to clarify that the 
required cooperation encompasses addressing Provider Agreement 

issues.  
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4. Healthcare Regulatory Agreement ï Operator (HUD 92466A -ORCF 
 

¶ In Section 6 ñConsultants,ò HUD edited the definition of ñProject 
Operating Deficiencyò consistent with the edits discussed above with 

respect to the Master Lease SNDA.  
 

¶ In Section 8 ñNotice of Violation and Event of Default,ò HUD 
edited subsection (a) to clarify that, in the case o f a non - Identity -of -

Interest Operator, the payment obligations being referenced therein 
are those of the Operator.  

 
¶ In Section 20 ñBooks, Accounts, Financial Reports, Financial 

Covenants,ò HUD edited subsection (h) to clarify that if HUD directs 
that a req uired reports be sent not to the Lender and/or another third 

party, it is so that the party can review such reports at HUD direction.  

 
5. Healthcare Regulatory Agreement ï Master Tenant (HUD -92337 -ORCF) 

HUD made conforming changes that were discussed abov e with respect to 
the Master Lease SNDA and the Operator Regulatory Agreement.  

 
¶ Section 2  ñApproved Use; Permits and Approvals,ò HUD edited 

subsection (c) to clarify that the civil money penalties referenced are 
those of the Healthcare Facility.  

 
6. Health care Regulatory Agreement ï Borrower (HUD -92466 -ORCF) 

 
¶ Section 13 ñReserve for Replacement,ò HUD edited subsection (e) 

to make clear that, upon Borrowerôs satisfaction of all of its obligations 
under the Loan Documents, the account balance may be distribut ed 

either to the Borrower or the Borrowerôs designee.  

 
¶ HUD edited Section 23  to clarify that goods and services referenced 

therein are those, if any, that the borrower purchase or acquires in 
connection with the Project.  

 
¶ In Section 26 ñOperator; Cooperation in Change of Operator,ò 

HUD edited subsection (e) make clear that arms - length negotiated 
purchase options in a lease are not categorically impermissible.  

 
7. Security Instrument/Mortgage/Deed of Trust (HUD -94000 -ORCF) 

 
¶ In Section 1 ñDefinitions,ò HUD clarified the definition of ñEvent of 

Default.ò  HUD also clarified the definition of   ñMortgaged Propertyò as 
it applies to security deposits.  
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¶ In Section 4 ñAssignment of Leases; Leases Affecting 

Mortgaged Property,ò HUD modified subsection (b) to clarify that a 
Borrowerôs right to collect right to collect rent, which ceases upon an 

Event of Default, will be reinstated should the Event of Default be 
subsequently cured.  

 
¶ HUD made various edits (e.g., in Section 7(a)) in instances where the 

document directs the Borrower  to take an action.   As edited, the 
language, instead of directing the Borrower itself to take action, directs 

the Borrower to take ñor cause the Operator to takeò the action.   
 

¶ In Section 19 ñProperty and Liability Insurance,ò HUD modified 
subsection (c) to explicitly set forth a ñreasonablenessò standard in the 

language allowing a lender to impose various requirements for the 

maintenance of insurance.  
 

¶ In Section 22, HUD revised subsection (b)(3) to more clearly address 
extensions of Borrowerôs cure period. 

 
8. Intercreditor Agreement (HUD -92322 -ORCF) 

 
In the February 27, 2014, PRA Notice, HUD provided various revisions to this 

document based on industry in put.   Based on further industry comments, 
HUD has further edited Section 2.3(a) (the ñstandstill provisionò).  HUD 

has now added language to make it clear that the FHA Lender could not 
contact account debtors or seek to change the remittance instructions as to 

where proceeds of accounts receivable should be paid prior to the AR 
Lenderôs loan being paid in full.  Also, HUD has added language to provide 

comfort to the FHA Lender and HUD that the standstill provision would not in 

any way hamper t he FHA Lenderôs abilities to exercise remedies to which it 
may be entitled or to transition the operation of the facility to a new 

operator or to seek all related licenses, permits and provider agreements.  
HUD has also made a minor corrective change to ref lect the concept that 

there will be ONE agreement for EACH facility, rather than MULTIPLE 
facilities referenced in ONE agreement.  

 
9. Guide for Opinion of Operatorôs Counsel, and Certification (HUD-92325 -

ORCF) 
 

After considering comments on this document, HUD determined that the 
document language contained three items that were problematic for opinion 

writers.     
 



July 23, 2014  
 

   
 

First, the narrowing of references to the laws of the UCC Filing Office to the 
UCC itself is in the Lessee Opinion form and should be carried ove r and 

permitted on the laws of the Organizational Jurisdiction, above.    
 

Second, the Property Jurisdiction counsel, for example, if able to narrow the 
review of the laws of the Control Collateral State to only Section 9 -304 

thereof, will be much more like ly to include this provision of the Control 
Collateral State as among the laws considered in rendering their opinions.    

 
Third, the definition of ñTransaction Documentsò inappropriately included the 

accounts receivable documents, and that reference to the  accounts 
receivable documents has now been removed.  

 
These matters have been addressed in the revised document.  
 

Back to top  
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97.  ORCFôs Revised Document Website 
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SECTION 232 HANDBOOK TRANSITION  

Handbook 4232.1 (here) sets forth various Section 232 policies and 

protocols, including those reflected in the Final Rule of September 7, 2012 
(the ñAccountability Ruleò), in various documents published through the 

Paperwork Reduction Act process, in mortgagee letters, and in other 
publications.   The handbook provisions will apply to all new loan 

applications, as well as other transactional requests f or existing Section 232 
projects (e.g., change of participants, Reserve for Replacement requests, 

etc.), received on or after September 1, 2014.   Additionally, the handbook 
provisions will apply to all projects in the 232 portfolio and all 

lender/underwrit er approval requests on September 1, 2014 and thereafter, 
with the following exception:  

¶ Insurance  (including property and general liability insurance, but 

excluding professional liability insurance):   New applications received 
on or after November 1, 2014  will be required to comply with the new 

insurance requirements set forth in the handbook, Section II, 
Production, Chapter 14; new applications submitted prior to that date 
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have the option to comply with these requirements.   Existing Section 
232 projects wi ll not be required to implement these new insurance 

requirements; however, if a Project should choose to implement the 
changes at the time of insurance renewal, that is a business decision 

available to them, provided that the new property and general liabi lity 
insurance requirements are then met in their entirety.  

Keywords:  Handbook Transition, Insurance  
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REVISED FIRM COMMITMENTS  

Firm Commitments have been revised and posted on the ORCF website (on 
their respective loan document webpages) for the loan types listed below.    

¶ Section 232 pursuant to 223(a)(7)  

¶ Section 232 pu rsuant to 223(f)  
¶ Section 241  

¶ Section 232 NC/SR/BR Single Stage  
¶ Section 232 NC/SR/BR Two -Stage (Initial and Final)  

 
ORCF has revised all its firm commitments to reflect policy changes that 

were not previously captured in the firm, as well as update the name s of the 
documents referenced.   Revisions that apply to all of the Firms are 

summarized as follows: corrected references to the Security Instrument and 
Note throughout; corrected statutory references; changed the parties name 

to reflect the new 232 documen ts, such as Borrower, Operator and 
Management Agent; changed óSecretaryô to óHUDô throughout; updated ALTA 

Form citations; added instruction with respect to Paragraph 38 of the 
Borrower Regulatory Agreement; simplified the condition relevant to 

Management Agents; used the term óProgram Obligationsô to replace detailed 

references to specific requirements within the Firm Commitments; and 
added language whereby HUD reserves the right to suspend processing or 

terminate the Commitment in the event a material adv erse change, as 
defined, occurs prior to Endorsement.   

 
Additional revisions were made to the New Construction/Substantial 

Rehabilitation/Blended Rate Firm Commitments, including: specification 
regarding when the DACA and insurance must be submitted durin g the 

process; specification of any short - term debt service reserve escrows; 
requirements to notify HUD of any historical sites, human remains or cultural 

resources of tribal interest that may be discovered during construction.  
Additionally, the Section 2 41 Firm Commitment has revised language to 

include references to the 241 Supplemental Loan documents.  
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241(A) HUD ATTORNEY CLOSING CHECKLIST 
CLARIFICATION  

The May 7, 2014 Email Blast referenced the use of the HUD Attorney Closing 

Checklist for 241(a) projects.  That article has been revised and updated 
online to clarify that, in 241(a) transactions, the HUD Attorney Closing 

Checklist specifica lly for 241(a) transactions should be used (rather than the 
more general Section 232 HUD Attorney Closing Checklist).  The 241(a) HUD 

Attorney Closing Checklist is available here .  One way to distinguish between 
the 241(a) HUD Attorney Closing Checklist and other HUD Attorney Closing 

Checklist is to check for ñ241(a)ò label in the document title as well as a 

ñ241(a)ò text box in the document.   
 

Keywords:  241(a) HUD Attorney Closing Checklist  
 

Back to top  
 

232/223(F) LENDERôS ENVIRONMENTAL CHECKLIST   

A Lenderôs environmental review checklist for 232/223(f) loans has been 

posted on the Section 232 program website.   This checklist will aid lenders in 

reviewing key environm ental issues prior to submitting the firm commitment 
application.  It can be found under Lenderôs Tools, fourth arrow down on the 

list of documents, or at this direct link:   Lender's Environmental Checklist .  
 

Keywords:  Lenderôs Environmental Checklist, Lenders Tools 
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CONSTRUCTION CONTRACT, MAJOR MOVABLE, BORROWER 
OTHER FEE CLARIFICATION  

Please remember that all construction contract items must be correctly 

categorized and must include all non -movable building components to assure 
compliance with Davis Bacon (where applicable), to assure correct 

calculation of the annual reserve for replacement and remaining useful life 

for future PCNAs, and to assure that these items are covered by the general 
contractorôs bond and contract latent defect provisions.  These items should 

not be included in any of the other Replacement Cost Line items in the 
Replacement Cost tab of the HUD -92264A -ORCF. 

 

http://portal.hud.gov/hudportal/documents/huddoc?id=241a_closingchecklist.docx
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/underwriting/223f
http://portal.hud.gov/hudportal/documents/huddoc?id=223f-EnvChecklist_Apr2014.xlsx
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Major Movable Equipment is defined in the Architecture and Cost Statement 
of Work here .  These items should not be included in any of the other 

Replacement Cost line items.  
 

Call systems may be either fixed building components (construction item) or 
major movable items depending on the system used.  The lender narrative 

should identify where this cost can be found and the basis for that 
determination.  

 
The lender narrative should clarify and explain the cost categories of other 

facility amenities (such as large artwork, fountains, etc.) that could be either 
fixed or movable items depending on the configuration of the facility.  
 

ñBorrower Other Feesò should not include any construction contract or major 
movable items.  

 
Keywords:  Construction Contract, Major Movable Equipment, Borrower 
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FLOOD INSURANCE REQUIREMENT POLICY RENEWALS  

The existing security instrument/mortgage/deed of trust contains language 

addressing the amount of flood insurance required for Section 232 projects 
(when applicable).  Most Section 232 existing projects require flood 

insurance coverage to be the maximum a mount available under the National 
Flood Insurance Program (NFIP).  The Biggert -Waters Flood Insurance 

Reform Act of 2012 (BW -12) raised the maximum amount under NFIP to 

$500,000 effective June 1, 2014.  ORCF borrowers should review their flood 
insurance p olicies during the time of renewal to ensure the flood insurance 

policy is in accordance with BW -12.  For more specific guidance on BW -12, 
please see the Federal Emergency Management Agency memorandum here .  

Please note, the maximum amount available under NFIP on ñNon-Residential 
Buildingsò (one example of such is nursing homes) is not impacted ï it was 

already at $500,000.    
 

Keywords:  Flood Insu rance Requirements, Biggert -Waters Flood Insurance 
Reform Act of 2012 , NFIP  
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SECTION 232 REAC SKILLED NURSING FACILITY 
INSPECTIONS FOR PROJECTS WITH ADDITIONAL LOANS 
WHERE THE SECTION 232 LOAN IS PAID OFF  

ORCF has received questions regarding REAC inspections when supplemental 
loans are survivi ng (active) after the primary Section 232 loan is paid off for 

Skilled Nursing Facilities (SNF).  For example, a project has a primary 
Section 232 SNF loan and a Section 241 loan.  The primary Section 232 SNF 

loan is paid off leaving only the Section 241 l oan (there can also be 

additional loans remaining; a 241 loan is used here only for simplicity).  
Since the Section 241 loan is the only loan remaining, the question becomes 

whether the project falls out of the 24 CFR 200.855 guidelines for Section 
232 Ski lled Nursing Facilities and now requires the lender to schedule REAC 

inspections.  The answer is no.  ORCF has determined that if there are 
supplemental loans remaining after the Section 232 primary SNF loan has 

been paid off, the project will still be dee med a SNF and fall within the 24 
CFR 200.855 guidelines for future REAC inspection purposes and a REAC 

inspection will not be required  (as long as the facilityôs last REAC inspection 
scored a 60 or higher).  As always, HUD reserves the right to require a R EAC 

inspection if in its judgment one is necessary to protect HUDôs interest. 
 

Keywords:  241(a), REAC, 24 CFR 200.855  
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FROM THE CLOSING CORNER  
 

Closing Statements -  Sources and Uses Page for 223(f) and 223(a)7 

Closings  

The February 24, 2014 Email Blast discussed the use of the  Sources and 
Uses  page from the form HUD -92264a -ORCF (Rev 03/13) as the loan 

closing statement required for 223(f) and 223 (a)7 closings.  This was 

implemented to provide greater consistency in Lendersô submissions for the 
LEAN closing process and to expedite the ORCF Clos ersô review of closing 

statements and finalization of closing documents.  The amounts used for 
the Sources and Uses/closing statement must be exact, final 

amounts carried out two decimal places.  Checks for MIP and inspection 
fee delivered at closing must be for the exact  amounts due HUD.  

 
In the near future, the posted form HUD -92264a -ORCF will be re - formatted 

to the $0.00 format, except for the loan criteria conclusions which must 
round down to the nearest $100.  

 



June 26, 2014  
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Need to Amend the Firm Commitment?   Things to Remember -    

 

V Lenders are reminded to keep the number of amendments to a 

minimum, grouping requests if possible.  
 

V The executed Firm Commitment must be amended with a signed 
amendment whenever there is a change to specific requirements 

set forth in the Firm.  
 

V All amendments must be initiated by a written request submitted 
electronically on the Lenderôs letterhead. 

 
V Any changes, including, but not limited to, changes to lease 

payment, critical and non -critical repairs, escrow amounts, Reserve 
for Replacements, loan amount, interest rate, and P & I., require an 

amendment to the Firm Commitment.  
 

V Please contact the assign ed Closer should you have any questions.  

 
Keywords:  Firm Commitment Amendments  
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98.  Lender's Environmental Checklist  

99.  Architecture and Cost Statement of Work   

100.  Quality Assurance & Performance Improvement on CMS website  

101.  241(A) HUD Attorney Checklist  

102.  FEMA Memorandum on Biggert -Waters Flood Insurance Act of 

2012  
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SECTION 232 HANDBOOK PUBLISHED  
The Office of Residential Care Facilities is pleased to announce the 

publication of Handbook 4232.1 ( link here ), which covers the Section 232 
Healthcare Mo rtgage Insurance Program.  This handbook is intended to be a 

comprehensive guide to the Section 232 Program covering all aspects of 
production and asset management.  The handbook sets forth various Section 

232 policies and protocols, including those reflec ted in the Final Rule of 
September 7, 2012 (the ñAccountability Ruleò), in various documents 

published through the Paperwork Reduction Act process, in mortgagee 
letters, and in other publications.   

 

Transition: The handbook provisions will apply to new ap plications and 
requests for ORCF action (in both Production and Asset Management) 

beginning September 1, 2014 and, to projects already in the Section 232 
pipeline or the Section 232 portfolio as of that date.  However, we also 

recognize that such an approa ch could in some instances be infeasible or 
unduly burdensome.  Accordingly, we will examine specific situations in the 

coming weeks and address industry concerns with the publication of a 
transition matrix.  

 
Please note that in the May 22, 2014 Email Blas t ( link here ), ORCF 

announced upcoming lender underwriter training.  That training will address 
many topics that are covered in the  handbook and provide participants with 

an opportunity to ask any questions that they may have.   
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104.  May 22, 2014 Email Blast on Lender U nderwriting Training  
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2014 LENDER UNDERWRITER TRAINING SESSIONS  
ORCF will offer two duplicate training sessions for Section 232 Approved 
Underwriters and for Underwriter Trainees.   Each session will include two full 

days of content.   The content will be focused on the new Section 232 
Handbook, guidance on issues that m ay cause delays in application reviews, 

and provide the opportunity for underwriters to ask questions of seasoned 
ORCF staff.   Each of the sessions will have the same agenda and curriculum, 

so please plan to attend only one .  Space is limited, so register early.    
  

The lender underwriter training will be provided free of charge, however, 

attendees will be responsible for their own transportation, lodging, meals 
and snacks.    

 
Please follow these links to register:  

 
Seattle, WA  

July 8 -9, 2014  
Registration link ( here ).  

 
Minneapolis, MN  

July 29 -30, 2014  
Registration link ( here ).  

 
Further training information can be found here  on ORCFôs Training 

Presentations website.  
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NEW KEYWORD FEATURE IN EMAIL BLASTS  
Beginning with this Email Blast (April 30, 2014) ORCF is adding a new Key 
Word feature at the end of every Email Blast article.  This feature will make 

it easier to search ORCF Email Blasts as well as help with the indexing of 
Email Blasts on the newly upd ated ORCF Program website.  The Email Blast 

index and past Email Blasts can all be found here . 
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DIRECTOR, OFFICE OF RESIDENTIAL CARE FACILITIES, 
FHA OFFICE OF HEALTHCARE PROGRAMS (OHP) NAMED  

Roger Le wis has now been named as the Director, Office of Residential Care 

Facilities (ORCF).  Roger Lewis is a highly respected leader in OHP, most 
recently serving as Acting ORCF Director, overseeing sound underwriting and 

asset management for residential/health care facilities on behalf of ORCFôs 
mortgage insurance program.  Roger offers unique expertise, intelligence 

and keen insight in all of his efforts ---  serving in FHA for over twenty - five 
years.  Please join us in welcoming Roger to his new position in OHP.  

 
Keywords:  ORCF Management, Director  
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UPDATE REGARDING PAPERWORK REDUCTION ACT (PRA) 
PROCESS  

When HUD published the ORCF Document collection in March 2013, the 

initial expiration date listed under each documentôs OMB approval number 
was approximately just o ne year following the documentsô effective date.  

This was a shorter effective term than the more typical three -year effective 
period for PRA -processed documents.   The reason is that the Department 

had not yet worked through certain electronic document sub mission matters, 
and a decision was made to provide for a longer effective period after  the 

electronic submission matters were addressed.   Thus, on September 10, 
2013, HUD published a Federal Register Notice specifically setting forth the 

proposed electron ic submission policy and invited public comment.   After the 
60 -day comment period elapsed, with no comments received, HUD then 

published its second Federal Register Notice on the collection on February 

27, 2014.   This second publication repeated the propos ed electronic 
submission policy, and added the newly revised Intercreditor Agreement; it 

allowed for a 30 -day public comment period.  Public comments have been 
received and are being reviewed.    

 
Some commenters addressed other documents among the 115 PRA 

documents -- documents other than the Intercreditor Agreement -- and HUD is 
endeavoring to respond to those comments as well.  HUD appreciates all the 

formal comments, and the patience shown by the industry as both HUD and 
the industry acclimate to the use of new documents.  The 2013 revisions 

represented the first comprehensive 232 program document update in a 
great many years, and involved many improvements.  HUD anticipates that 

file://///HLANNFP018/FHC01/OHP/232/Emmanuel%20Yeow/Email%20Blast/2014/May/MayEmail%20Blast5714.doc%23_top
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the upcoming publication, with revisions suggested by commenters, will 
further i mprove the documents.  Moreover, although PRA -approved 

documents cannot be continuously revised and republished, HUD also 
recognizes that there may be substantial unique circumstances in a 

particular transaction that make a PRA document unworkable, and HUD  
would in those circumstances address any essential edits.  HUD anticipates 

republishing documents shortly, with the new OMB approval and inclusion of 
the revised electronic submission policy, and that the effective period will be 

for a full three years fr om the upcoming publication date.  
 

Keywords:  Paperwork Reduction Act, PRA, New Documents  
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SAMPLE 241( A) DOCUMENTS POSTED ONLINE  

Section 241(a) of the National Housing Act provides independent authority 
for mortgage loan insurance.   ORCF historically has not had separate 241(a) 

documents and instead program participants would revise the Section 232 
sample documents to fit the details of a transaction.   Please note that ORCF 

has posted sample 241(a) loan documents to its website; the current sample 
documents were drafted for a situation involving different lenders for the 

original and supplemental loans.   This will not be the situation for many 

241(a) transactions, and therefore examples of additional scenarios may be 
added as sample documents in the future.    

 
Since the 241(a) documents are sample documents (rather than PRA -

approved documents), these documen ts are negotiable.  ORCF is generally 
amenable to transaction -specific changes as well as changes to the Building 

Loan Agreement to reflect whether the work involves an addition or 
renovations.  ORCF recognizes that other standard changes will also be 

nece ssary.  These include: (a) changes to the Healthcare Regulatory 
Agreement ï Borrower (HUD -92466 -ORCF) to (i) permit combining the 

replacement reserve for the 241 loan and the replacement reserve for the 
first mortgage loan and (ii) to recognize that there would be only one 

residual receipts account for the project; (b) changes in the Operator Lease 
Addendum to reflect the existence of two loans; and (c) corresponding 

changes to the Lenderôs Certificate to reflect the changes made.  

 
With the publication of the OMB -approved Section 232 documents, and 

requirements of the Strengthening Accountability Rule which state that the 
original transactional documents remain in place, Borrowers completing a 

Section 241(a) transaction will be subject to two different regu latory 
agreements.   ORCF expects that a Borrower would comply with its 
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obligations under both regulatory agreements by meeting the requirement 
that is more stringent.   As an example, although the most recent regulatory 

agreement may allow for the more freq uent distribution of surplus cash, the 
original regulatory agreement may allow for only semi -annual distributions, 

and thus would prevail.  
 

Keywords : Documents, Sample Documents, Application Processing, 241(a)  
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USE OF NEW DOCUMENTS IN APPLICATION SUBMISSION  

Lenders are advised to use the approved ORCF forms on th e ORCF program 
document webpage ( here ) when submitting Firm Applications to ORCF.   This 

includes the new HUD -92264a -ORCF, Maximum Insurable Loan Calculation.  
Lenders are not to change these forms.   If there are items that are not 

applicable to a particular deal, then indicate ñN/Aò on the form template; do 
not delete or revise these forms.   If the ORCF underwrite r determines that 

the form template has been changed in the Firm Application submission, the 
entire application will be returned and placed at the end of the 

queue.    
 

Additionally, the use of the OMB -approved new ORCF documents is also 

required for all ne w transactions (unless the New Document Implementation 
Matrix indicates otherwise), and Lenders are therefore reminded to use 

those   new documents whether they are submitting applications for 
refinance, new construction, TPAs, reserve draws, Exigent Health  and Safety 

Certifications, etc.   It is not acceptable to mix old and new documents in an 
application (except in circumstances where existing AR financing or master 

lease transactions are being modified, as indicated by the New Document 
Implementation Matr ix).   

 
We are striving for high quality, consistent reviews. Reviewing documents 

that have been altered from the standardized template requires additional 
time will slow down movement of Firm Applications through the queue.  

 
Keywords : Documents, Applicati on Processing, 92264a  
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UPDATED FIRM APPLICATION CHECKLIST POSTED ONLINE  

ORCF has made edits to the Firm Application Checklists posted on the 

Section 232 Program website.  The edits are predominately Scrivenerôs 

file://///HLANNFP018/FHC01/OHP/232/Emmanuel%20Yeow/Email%20Blast/2014/May/MayEmail%20Blast5714.doc%23_top
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Errors, but there are also some  corrections and clarifications included, to 
ensure consistency with other documents and policies.  

 
Keywords : Documents, New Documents, Application Processing  
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NEW CONSTRUCTION, SUBSTANTIAL REHABILITATION, 
BLENDED RATE AND 241(A) LEGAL DOCUMENTS  

A comprehensive legal punchlist and checklist for 232 new construction, 
substantial rehabilitation, and blended rate transactions have been posted 

on ORCFôs website.  For ease of reference, we have provided a hyperlink to 
the HUD Attorney Closing Checklist  here  and to the Attorney Closing 

Punchlist here .  Section 241 (a) projects should use the HUD  Attorney Closing 

Checklist here . The  updated legal punchlist and checklist should be used for 
projects receiving firm commitments dated on or after May 11, 2014.    

 
Effective immediately (and similar to Section 223(f) and 223(a)(7) projects), 

OGC will complete their legal review after  issuan ce of the firm commitment 
for New Construction, Substantial Rehabilitation, Blended Rate and 241(a) 

projects.   OGC will only complete an ñup frontò legal review on projects with 
a master lease and/or accounts receivable financing.   The instructions on the 

first page of the punchlist include a list of documents to be submitted for up 
front legal review.   Please note that the ORCF underwriter may request an 

ñup frontò legal review in situations where a preliminary legal review would 
assist with a Loan Committ ee decision.  

 
Keywords:  Legal Punchlist, Legal Checklist, New Construction, Substantial 

Rehabilitation, Blended Rate, 241(a)  
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MODIFICATION IN CONTRACTOR PROCESSING:  
ORCF has modified the process of assigning loan applications to the 
underwriting contractor to address certain tracking and timing concerns.  

Previously, the application was assigned to the contractor and held in a pool 
until ORCF completed the appraisal and environmental review.  The 

contractor would then assign the a pplication to a contract underwriter.  

Going forward, ORCF will continue to assign the application to the 
contractor, but the contractor will proceed to assign the application 

immediately to the underwriter without waiting for the appraisal and 
environment al review to be completed.  By eliminating this holding pool, the 
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contract underwriter will become the single point of contact and lenders will 
be able to track the application more easily.   

 
Keywords:  Contract Underwriter, Application Processing  
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SECTION 106 HISTORIC PRESERVATION REVIEWS  

Lenders and Third Party Phase 1 preparers are reminded of the importance 

of submitting complete information to the State Historic Preservation 
Officer  (SHPO)  for use in the Sect ion 106 consultation.    In particular, please 

ensure that you are specific about the scope of work that is being completed 
as part of the FHA - insured project, and include a map, photos, and project 

plans as applicable.   Please check SHPOôs website (here ) prior to submitting 
a request for consultation because some states have their own process and 

submission requirements.    While SHPOs have 30 days to review a 
submission, t he submission must be complete and correct or the SHPO may 

require additional information, which can add to the review time.  
 

Keywords:  Section 106, Historic Preservation, SHPO  
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24 CFR 232.7 ñBATHROOMò WAIVER 
In an Email Blast dated November 12, 2013, ORCF indicated that it would 
endeavor to provide expedited processing of requests for waivers of 24 CFR 

232.7 that met certain criteria.  HUD has  found that we are not able to make 
a full and fair determination prior to the full underwriting of the mortgage 

insurance application packages.  Accordingly, the Bathroom Waiver request 

will be reviewed by the HUD Underwriter concurrent with the mortgage 
insurance application review process.  This procedural adjustment is being 

made in light of the fluidity of the residential care market that includes, but 
is not limited to, Statesô implementation of the Olmstead Act, the Centers of 

Medicare and Medicaidôs new rule affecting eligibility for Medicaid waivers 
(here), and the projectôs future marketability.  Requests for waivers of 24 

CFR 232.7 ñBathroomò will only be approved in unique and exceptional 
circumstances.   

 
HUD previously articulated criteria that would facilitate expedited processing.  

Although ORCF can no longer offer expedited processing, the criteria 
previously articulated are still relevant in ORCFôs consideration of a request.  

Those criteria are:  
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1.  The request is for Memory Care residents who are located in a 

separate, secured, and lo cked area,  

2.  The Memory Care residents need full assistance and/or supervision 

while bathing,  

3.  Each residentôs room contains a half bathroom, 

4.  For every six residents there is at least one full bathroom,  

5.  The residents do not reside in 3 or 4 bedroom wards, and  

6.  The residents will not access their bathroom through a public 

corridor  

 

Lenders and borrowers that present mortgage insurance application 
packages that are not in compliance with the regulation accept the full 

financial risk of processing and su bmitting the loan applications.  Lenders 

and borrowers must take into consideration that the waiver request (even if 
it fits within the criteria articulated above) may not be approved and must 

be prepared to present a plan to ORCF that brings the facility into 
compliance with 24 CFR 232.7 ñBathroom.ò 
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LOAN COMMITTEE RELIES ON TRAILING 12 (T - 12) DATA  
ORCF has long emphasized the importance of actual trailing twelve (T -12) 
month data (as in, for example, Email Blasts of June 26, 2013, 

September  1,  2011, and May 4, 2010).  We urge lenders to include this 
traili ng twelve month NOI information early in the process, and to update it 

as appropriate, so that the Loan Committee can readily review the most 
recent actual historical data.  This will allow for fair consideration of the 

application and avoid unanticipated delays.  
 

Keywords:  Trailing Twelve , T -12, NOI  
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REVISION TO NEW DOCUMENT IMPLEMENTATION MATRIX  
ORCF published its New Document Implementation Matrix in the November 

12, 2013 Email Blast.   The AR Financing Transition Policy of the matrix, 
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starting at the bottom of page 1 ( here ), has been revised to clarify that ñall 
new AR related  documents ò (rather than ñall new documentsò) are required 

for all new accounts receivable lines submitted on or after July 12, 2013 , 
and for prev iously approved accounts receivable lines that undergo a 

Substantial Change (as defined therein).  
 

Keywords:  Documents, AR Financing, New Document Implementation 
Matrix  
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ADOPTION OF NEW PHASE I ENVIRONMENTAL SITE 

ASSESSMENT STANDARD  

The Office of Housing ï Federal Housing Administration has officially adopted 

ASTM E 1527 -13 as the required standard for Phase I Environmental Site 
Assessments for all programs.  A Federal Register Notice implementing the 

new standard was published on Apr il 16, 2014 and is available here .  As a 
result, wherever ASTM E 1527 ï05 is referenced in Office of Housing -FHA 

guidance, participants in Office  of Residential Care Facilities programs must 
use ASTM E 1527 ï13.  The effective date is May 16, 2014.   Submissions 

before that date may use either the new standard or ASTM E 1527 -05.  
 

Keywords:  Phase I, Environmental Site Assessment, ASTM E  
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FINANCIAL STATEMENTS  

Borrower/Owner:  
ORCF has had a number of inquiries by owners of projects with Sect ion 232 

Insured mortgages asking if they are required to file an audited financial 

statement in light of the issuance of Notice H 2013 -23.   The answer is YES. 
All owners are required to file an audited financial statement in the REAC -

FASS system.  Notice H  2013 -23 ( here ) sets forth an exception to filing 
audited financials for projects with less than $500,000 in combined federal 

financial assis tance.  Because Section 232 mortgage insurance is considered 
federal financial assistance and no Section 232 projects currently in ORCFôs 

inventory had original FHA mortgages of less than $500,000, this exception 
thus does not apply to any existing Section  232 loan.  Input of the financial 

statements are due into the REAC -FASS system 90 (ninety) days after the 
end of the fiscal year.  For projects whose fiscal year ended on 

December  31, 2013, the Office of Housing gave a global extension to April 
30, 2014.  

http://portal.hud.gov/hudportal/documents/huddoc?id=New_Document_Transition.doc
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Lessee/Operators  

Currently, lessee/operators may or may not be required to file an annual 
financial statement ï depending upon the language in the particular projectôs 

lessee/operator Regulatory Agreement.   These financial statements have the 
same due da te as the borrower/owner financials statements ï including the 

30 -day extension for those with a fiscal year ending December 31, 
2013.   These statements cannot be filed through the REAC -FASS system 

electronically at this time.  For FY 2013 financial statem ents only, if the 
required financial statement has not already been submitted to HUD, please 

send the financial statement to 232operatorfinancialsfy2013@hud.gov .  
Email submissions are preferred, but hard copies will be accepted.  Please 

send hard copies to:  
 

Jacob K. Javitz Federal Building  

ATTN: Simon Kleinman  
26 Federal Plaza, Room 32 -116  

New York, NY 10278  
 

ORCF is develop ing a portal to accept quarterly operating financials (whether 
there is an operating lease or not).  We expect to beta test this over the 

summer and our goal is to have this fully operational for the 1 st  quarter of 
calendar year 2015.    

 
Guidance  

REAC-FASS assistance for filing financial statements can be found here  as 
well as in the Industry User Guide.   If t he accountant is having problems 

submitting the audited financial statement, please contact the Account 
Executive assigned to the project.  

 

Keywords : Annual Financial Statements, AFS  
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FROM THE CLOSING CORNER  
 

Executed Firm Commitments to HUD Underwriter and HUD Closer  

Per the email from the HUD Underwriter with the newly issued firm 
commitment attached, please remember to sign and have Borrower sign the 

firm commitment within 10 days of receipt and to scan a copy back to the 
HUD Underwriter.   Please retain the original and submit wit h the closing 

package to the assigned HUD Closer.  
 

Keywords : Executed Firm Commitments  
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ñNEWò ORCF Documents and ORCF Closings ï Please Remember!  

For ALL  ORCF Closings, please ensure new ORCF documents are used when 
submitting closing packages as this will expedite the review process.   Check 

out the link to the ORCF webpage for all new documents here .  
 

This includes the new HUD -92264a -ORCF, Maximum Insurable Loan 
Calculation for firm commitment amendments, as needed.   ORCF will n ot 

be able to process amendment requests without this new form.    
 

Keywords : ORCF Documents, HUD -92264a -ORCF 
 

Transaccess Mailbox  

When mailing the Transaccess CD/ documents (see February 2013 email 
update), please notify the assigned Closer by email and 

copy    Transaccess@hud.gov  , indicating it has been sen t.  In the email 

subject line, please title the email ñTransaccess CD for [NAME OF PROJECT, 
FHA # and closing date.]ò  

 
Keywords : Transaccess Mailbox  
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109.  HUD Attorne y Closing Checklist   

110.  HUD Attorney Closing Punchlist   
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112.  ORCF Program Documents Page  
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116.  Adoption of Update d Standard ASTM E 1527 ï13 Standard 

Practice for Environmental Assessments: Phase I Environmental Site 

Assessment Process Notice  

117.  Notice H 201 3-23 -  Change in Annual Financial Statement (AFS) 

Submission Requirements for Some Multifamily Housing Projects  

118.  Financial Assessment of Multifamily Housing (FASS -MF) Guidance  
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MORTGAGEE LETTER ON SECTION 232 PORTFOLIOS AND 
MASTER LEASES IS PUBLISHED  

Mortgagee Letter 14 -06: ñPortfolio and Master Lease Guidance,ò effective 
April 17, 2014, ï is available here .  This Mortgagee Letter provides an 

overview of HUDôs policy with respect to portfolios -  multiple projects with 
the same ownership and master leases.   This mortgagee letter supersedes 

previous guidance in HUD Housing Notice H 01 -03: "Review of Health Care 
Facility Portfolios and  Changes to the Section 232 Programs" issued in 2001, 

and Mortgagee Letter 00 -42: "Headquarters Review of Certain Applications 
for Section 232 Mortgage Insurance" issued in 2000.   This mortgagee letter 

also represents HUDôs formal guidance on the use of master leases.    
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1.  Mortgagee Letter 14 -06: ñPortfolio and Master Lease Guidanceò  
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PRA NOTICE ADDRESSES INTERCREDITOR AGREEMENT 

REVISIONS AND ELECTRONIC DOCUMENT SUBMISSION 
ISSUES  

Proposed revisions to the currently approved Intercreditor Agreement (Form 
HUD-92322 ORCF) were published on 2/27/14 in the Federal Register, as 

part of a Paperwork Reduction Act (PRA) Notice that includes a request for 
comments on the proposed optional el ectronic submission of documents.   A 

link to the Notice is available here  and a link to the Intercreditor Agreement 

form is available here .  
 

http://www.gpo.gov/fdsys/pkg/FR-2014-02-27/pdf/2014-04237.pdf
http://www.hud.gov/232forms
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The proposed revisions to the Intercreditor Agreement are the result of 
concerns raised by accounts receivable lenders following the documentôs 

publication in March 2013.   To addres s those concerns, a working group was 
formed that included HUD (ORCF and OGC), accounts receivable lenders and 

FHA lenders.   We look forward to receiving (through the PRA process) 
comments on these proposed revisions.  

 
Back to top  

 
MULTIFAMILY DELINQUENCY AND DEFAULT REPORTING 
SYSTEM (MDDR)  
The Office of Multifamily Housing Programs sent a memo on 12/19/13 

entitled ñGuidance for Servicer Watchlist Processò.  It can be obtained on the 
right hand side o f the webpage displayed using the link here . 

 
Please note that when the update to the MDDR system becomes operational, 

when entering a loa n (including Section 232ôs) into MDDR, the system will 
require that the loan be rated as Doubtful, Substandard, Special Mention, or 

Pass/Watch.   The memo outlines certain characteristics that should be 
considered by the lender when determining which rating  to assign to the 

project.   ORCF intends to revise this language to fit the unique 
characteristics of Section 232 loans in the future ï and to remove 

characteristics that are particular to Multifamily loans such as SOI/QAS, 

reference to OAHP, etc.   In the meantime, please use the broad ratings and 
characteristics outlined in the 12/19/13 memo and work with the projectôs 

Account Executive if you have any questions related to the particular rating 
assigned.  

 
An email was sent by the Office of Multifamily Housing Programs, Asset 

Management Division on 02/26/14 to all registered users in MDDR with more 
details on this change.  

 
Please also note that as loans approach election to assign status, it is very 

important that the default has been timely entered into the MDDR 
system.   Moreover, if the loan is in default (with the lender actively pursuing 

a workout) and the lender intends  to obtain an extension on an election to 
assign, an email must be sent to the projectôs Account Executive and Tim 

Coon making that request.   Moreover, if approval of the extension is 

obtained, the lender must enter that extension into the MDDR system.   Such 
extensions must be requested monthly for as long as the project is in a 
default status.   Timôs email is timothy.r.coon@hud.gov.   

 
Back to top  
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GLOBAL 30 - DAY EXTENSION TO SUBMIT ANNUAL 
FINANCIAL STATEMENTS (AFS) FOR ALL OWNERS WHOSE 
FISCAL YEARS ENDED 12/31/13  
The Office of Housing has authorized a global 30 -day extension to all owners 

whose fiscal years ended 12/31/13.   This extension is being offered to allow 
owners and auditors additional time to adapt to the requirements of Housing 

Notice H 2013 -23, and the FASSUB system release on December 6, 2013, 

that implemented revisions to the HUD Consolidated Audit Guide, Handbook 
2000.04.   Submissions with fiscal years that ended 12/31/13 will now be 

due on April 30, 2014 .  
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SUBMISSION OF BORROWER FINANCIALS TO HUD AND 
LENDER  
HUD regulation 24 CFR § 5.801 published on September 7, 2012, requires 

Section 232 borrowers and operators to submit their financials not only to 
HUD but also to the lender.   This provision became effective for existing 

loans as of October 2012 and was not tied to issuance of new firm 
commitments or other new transactions.   Although HUD has not yet 

published the guidance on a new submission format for quarterly operator 

financial  submissions, the requirements for borrower financial statements 
has not changed.   Currently, borrowers submit their financials to HUD via an 

online (FASS) system, which does not currently facilitate submission to 
lenders.   As a result, borrowers and Lesse e/Operators may submit paper 

copies of the forms to the lenders, in the format we have long prescribed.   If 
the borrower and lender prefer electronic copies, HUD has no objection.    

 
Back to top  
 

VAL UATION TOOL FOR SOLAR ARRAYS  
Solar Power Electric and Sandia National Laboratories have developed a new 
tool that assists appraisers in establishing the value of a propertyôs solar-

powered features.   The tool, called PV Value® (photovoltaic value), works i n 
a Microsoft Excel spreadsheet and is endorsed by the Appraisal Institute.   A 

link to the spreadsheet, instructions, and video can be found here .  The tool 
estimates the value of all the income from power generation, not just the 

expense offset or surplus power.   ORCF finds this method of valuation 
helpful as it simplifies and standardizes the approach while addressing 

complexities such as the life o f the installation, ongoing maintenance costs, 
local rates, etc.   Lenders who choose to use this tool should remember to 

include typical market expenses for electricity in the NOI development so as 

http://energy.sandia.gov/?page_id=8047
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not to double count the benefit. Because the appraiser wil l have accounted 
for normal electrical expenses in their value, the value from the PV Value 

spreadsheet can be added to the overall value when calculating the 
maximum loan size by loan to value. Similarly, because normal electrical 

expenses will be used in  developing the NOI, the annual income from the 
solar array can be added to the NOI in your Debt Coverage Ratio test.  
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CHANGE OF REVISION DATES IN FOOTER OF SOME ORCF 
DOCUMENTS  
In the September 26, 2013 Email Blast, ORCF announced the correction of 

scrivenerôs errors (minor corrections) to a number of the new ORCF 
forms.   At that time, we also updated the footers of those documents so that 

the revision date was changed to ñ(Rev. 08/13)ò.  It later came to our 
attention that since these were minor corrections, and the forms were not 

materially revised, this revision date should not have been 

changed.   Therefore, all of the document footers have now been reverted 
back to their original dat es ñ(Rev. 03/13)ò.  No other language changes were 

made to any of the documents other than this footer correction.   Please note 
that you should always pull documents directly from HUDclips or the ORCF 

website (which links to HUDclips), rather than saving v ersions to your 
personal files, so that you are always using the most current version of the 

form.  
 

Back to top  

 
CLARIFICATION ON INTEREST RATE REDUCTION 
SUBMISSION PROCESS  
Exhibits with guidance on ORCFôs Loan Modification/Interest Rate Reductions 
are housed on the Loan Servicing Guidance page of HUDôs ORCF program 

website (here ).   As noted on the webpage, the Loan Modification submission 
should follow the Loan Modification Checklist and include the information 

from the Lender Analysis exhibit.   The enti re submission is to be sent 
electronically via email to:  ORCFLoanModification@hud.gov .  Please do not  

send these electronically submitted packages to any other email box as it 
potentially causes delays.   We have a specialized IRR team and the 

aforementioned email box assists us in streamlining processing.  

 
Additionally, we are asking that lenders and/or lender counsel communicate 

with the ORCFLoanModification@hud.gov  inbox at least 48 hours in advance 
of any ñdrop-deadò date for Final documents to be executed, e.g. if there are 

strict timelines that need to be adhered to in order to eff ectuate the IRR 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing
mailto:ORCFLoanModification@hud.gov
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transaction.  Final execution generally occurs out of our Washington, DC 
office.   ORCF will work with you to have the modification documents 

executed by HUD in a timely manner; however, we ask that we have this 
advance notice to ensure a si gnatory is available, especially if the documents 

are being hand -delivered for execution on the spot.   Some lender counsel 
make requests for execution of documents within the same day, which has 

presented problems given our other workload demands.   We appr eciate you 
working with us in planning for document execution while still meeting 

critical deadlines for the IRR.  
 

Back to top  

 
FROM THE CLOSING CORNER  
 

Closing Statements -  Sources and Uses Page for 223(f) and 223(a)7 
Closings  

Effective immediately, Closers will accept the Sources and Uses  page from 
the form HUD -92264a -ORCF (Rev 03/13) as the loan closing statement 

required for 223(f) and 223 (a)7 closings.   A draft  Sources and Uses page 
will be a ccepted in the draft closing package, and Closers will ask for a final 

draft with final supporting documentation, to be due no later than the day 
before  submission/mailing of the Note  and Regulatory Agreements to HUD 

for signature.   The executed  Sources an d Uses will be due no less than 2 
business days  before closing.  

 
As previously set forth in the February 19, 2010 Email Blast and as required 

in the firm commitments, please remember:  
 

1.  The form must be signed by the Lender and the Borrower.   

2.  Supporting do cumentation -  current payoff letter(s) and invoices must 
be provided (attached to the Sources and Uses for 223(a)7 loans, and 

attached to the Cost Certification for 223(f) loans), and all costs 
entered on the statement must be final.   For example, under HU D 

Eligible Costs, prepayment penalty must be net of interest premium, 
critical repair costs must be the documented amount accepted by 

HUD, existing indebtedness must be the amount shown on the current 
payoff letter(s) as due at closing, first year MIP and HUD exam fee 

must be based on the final loan amount.  
3.  Lender escrows must be listed in Non -Eligible Costs, as required by 

Paragraph 9 of the firm commitment.  
 

Failure to provide such information may result in a delayed closing.    
 

Back  to top  
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Litigation/Docket Searches  

To clarify and highlight, ORCF no longer collects litigation searches (except 
where required by the Attorneyôs Opinion as an Exhibit).  Please note that 

the Attorneyôs Opinion form requires the attorney signing it to opine that, to 
such attorneyôs knowledge, based on the Docket Searches and the 

Attorneyôs Opinion Certification, there is no litigation or other claim pending 
before any court or administrative or other governmental body a gainst the 

Borrower or General Partner/Managing Member, Operator or the Project 
except as has been disclosed in Exhibit F to the Opinion.  

 
When there is ñnewlyò discovered litigation (ñnewlyò meaning not previously 

disclosed to ORCF in the application proc ess), ORCF will ask that the Lender 
immediately address the following:  

1.  Name and discussion of each newly discovered lawsuit, including 

estimated potential liability;  
2.  Whether each newly discovered lawsuit is of the type covered by 

insurance or whether the lawsuit is for a claim not covered by 
insurance;    

3.  The amount of liability insurance available to cover each newly 
discovered lawsuit and other pending claims and judg ments and the 

estimated potential liability for such other lawsuits/judgments; and  
4.  Identify who bears the cost of defense of each newly discovered 

lawsuit and whether the insurance company is participating in the 
defense.  

 
As required by the attorneyôs opinions, litigation searches must be run within 

30 days of endorsement.   While HUD will endeavor to promptly evaluate 
litigation, disclosure of litigation promptly to HUD will minimize the risks of 

delays in closing.  
 

Back to top  
 

Closing Queues  

While technically there is NO closing queue at the moment, ORCF anticipates 

that there may be one in the future due to the increasing number of projects 
with firm commitments that have not closed.   ORCF is seeing a larger 

volume of requests for extensions, and the parties (lenders and lender 
counsel) have not been submitting draft closing packages as expeditiously as 

perhaps they could.  
 

In order to avoid a large queue in the coming months, ORCF encourages 
parties to submit closing packages to HUD as soon as possible.   Please 

continue to follow the closing assignment protocol of emailing 
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ORCFCloser@hud.gov  when the HUD legal package h as been mailed to the 
assigned HUD Closing Attorney.    

 
ORCFCloser@hud.gov  also manages extension requests for projects without 

a Closer assignment, but please note that if your pro ject wishes to extend 
beyond 90 days for a 223(a)7 or beyond 60 days for a 223(f), the HUD 

Underwriter may require updated financials which will take time to review 
and process.  
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REMINDE R -  LAST STEP ï Transaccess Information Needed!  

As mentioned in the August 28, 2013 Email Blast, ORCF has implemented a 
new method to obtain critical documents for each project following closing ï 

The Transaccess Process.   These critical documents are esse ntial for the 

Account Executives to service the new loans.  We thank all of those 
Lenders/Lendersô Counsel who have been diligently providing Compact Discs 

and Zip files with these documents.   The post -closing procedure article in the 
August 28, 2013 Email  Blast is reprinted here for your convenience.   That 

article stated:  
 

New Post - Closing Procedure, EFFECTIVE IMMEDIATELY:    
 

1.  Following closing, a CD with PDF copies of closing 
documents must be mailed directly to Gregory Arthur at:  

 
Gregory Arthur  

PSL, Inc., Document Imaging Specialist  
Department of Housing and Urban Development (HUD)  

451 Seventh St., S.W.,   Room   No. B282  

Washington, D.C.   20410  
 

2.  Closing documents should be placed on the CD in the order of the 
Attorney Closing Checklist.   Please use the  checklist for 223(a)7 

and 223(f) transactions available here . 
 

3.  Be sure to include the closing checklist used at closing on the CD.  
 

4.  Lender/Lender Counsel should notify the Closer when the CD has 
been sent.     

 
ORCF appreciates your continued support in this endeavor to provide 

timely documents for our Account Executives.    
 

mailto:ORCFCloser@hud.gov
mailto:ORCFCloser@hud.gov
http://portal.hud.gov/hudportal/documents/huddoc?id=OGC_Closing_Checklist-a7.docx


February 27, 2014  
 

   
 

Back to top  
 

DOCUMENT LINKS INCLUDED IN THIS BLAST  
 

119.  PRA Notice Addressing Intercreditor Agreement    
120.  Intercreditor Agreement Form  

121.  Guidance for Servicer Watch list Process Memo on Multifamily 

Housing Programs Webpage  
122.  PV Value® (photovoltaic value) Valuation Tool  

123.  Loan Modification/Interest Rate Reduction Guidance on ORCF 
Loan Servicing Guidance Home Page  

124.  HUD Attorney Closing Checklist  
 

Back to top  

 

 
 

http://www.gpo.gov/fdsys/pkg/FR-2014-02-27/pdf/2014-04237.pdf
http://www.hud.gov/232forms
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/mfh
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/mfh
http://energy.sandia.gov/?page_id=8047
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care/loan_servicing
http://portal.hud.gov/hudportal/documents/huddoc?id=OGC_Closing_Checklist-a7.docx
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ORCF MANAGEMENT UPDATE  
As many of you know, Kelly Haines was selected as the Multifamily Director 

of the Fort Worth and Kansas City Hub offices in December 2013.   Kelly 
served as the Director of the Office of Residential Care Facilities (ORCF) for 

the past year and a half.   Under her tenure, ORCF significantly impro ved its 
existing business processes and organizational structure to accommodate 

growing demand and changing market conditions while improving employee 
morale and professional development.   ORCF will miss Kelly, but we are glad 

she is still with the HUD fam ily!  
 

Roger Lewis is now the Acting Director, OHP -Office of Residential Care 
Facilities program.  Many of you know Roger in his most recent position as 

Director of the Production Division of ORCF.  Roger is a highly respected 
leader in the Office of Health care Programs (OHP), who has overseen record -

breaking and sound underwriting for residential/healthcare facilities on 
behalf of our mortgage insurance program.  Roger offers unique expertise 

and keen insight in all of his efforts ---  serving in FHA for over  twenty - five 

years.   
 

Patrick Berry is now the Acting Director of Production, OHP -Office of 
Residential Care Facilities program.  Patrick has over 30 years in serving 
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FHA, most recently as a workload manager in the Production Division.  
Please join us in welcoming both Roger an d Patrick to their new positions in 

OHP. 
 

Back to top  
 

CLARIFICATION ON CRITERIA FOR 24 CFR 232.7 
(FORMERLY 232.3) ñBATHROOMò WAIVER REVIEWS 
The November 12, 2013 Email Blast provided the requisite criteria for 

expedited reviews of bathroom waivers.   If a waiver request does not meet 
the criteria detailed in the November 12, 2013 Email Blast, the waiver must 

be sent to the assigned ORCF Underwriter for review ALONG with the 
documentation outlined in the June 27, 2012 Email Blast.   Ensuring 

submission of the required documentation will prevent delays in reviewing 

the waiver request.  Please keep in mind, not all waiver reviews or expedited 
reviews may be approved.  Further, in as much as a regulatory m atter is 

involved, a waiver, if any, must come from the FHA Commissioner.   
 

Back to top  
 

IMPROVED SECTION 232 PROGRAM WEBSITE NOW 
AVAILABLE  
In the September 26, 2013 Email Blast, ORCF mentioned that  an improved 

Section 232 program website was being developed.  The newly formatted 
website is now available.  The website has been updated and improved to be 

easier to use and more client - friendly.   While there isnôt a significant change 
in the content, th e navigation has been changed to be more intuitive.  

Content that was buried in layers of links is now found on the front page, 
lists are now organized alphabetically or by transaction stage, and indexes 

have been created to get lenders to the information they need quickly and 

efficiently.  The new website can be found here .  Redirector links have be en 
placed on the old pages to help you find the content in its new location.  

Please change your bookmarks accordingly.  
 

If you have any comments or suggestions for improving our web site, please 
send them to ORCFWebTeam@hud.gov . 

 
Back to top  

 

FROM THE CLOSING CORNER  
 

Firm Commitment Extensions for Projects Without a Closer Already 
Assigned  

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/residential_care
mailto:ORCFWebTeam@hud.gov
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For firm commitment extensions for projects that do NOT have an ORCF 
Closer already assigned, please send the request to extend on Lender 

letterhead to ORCFCloser@hud.gov . 
 

The lend erôs request to amend the Firm Commitment to extend the deadline 
must include the reason for the delay and an explanation of how the delay 

can be resolved during the extension.   Amendments extending the time of 
the Firm Commitment must also include the fol lowing MAP Guide 11.2(G)  

statement that there has been no material change in the project or the 
underwriting of the project:   ñThe requested delay is not likely to change 

significantly the underwriting data on which the commitment was based or 
to undermine  the feasibility of the project due to a change in the market, 

inflation, or other factors affecting cost.ò 
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1.  Section 232 Program Website   
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SECTION 241(A):  LAND PURCHASES AND RENOVATION 
LOANS  
 

Land Purchases:  
 

Due to recent inquiries, ORCF would like to provide the following clarification 
of existing policy pertaining to the inclusion of land purchases with Section 

241(a) Supplemental Loans.  Borrowers proposing to include a land 
purchase with a  Section 241(a) Supplemental Loan may be able to do so as 

long as the addition or improvements are funded with the proceeds of the 
supplemental loan, and the construction is commenced within a reasonable 

time from closing.  Further, the 241(a) supplemental  loan on an existing 232 
project may not exceed the maximum mortgage amount prescribed under 

Section 232 of the National Housing Act.   

 
Renovation Loans :  
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Borrowers proposing to renovate their facilities through the Section 241(a) 
Supplemental Loan progra m may run into loan sizing issues under Criterion 

D of the Maximum Insurable Loan Calculation (Form HUD -92264A -ORCF) if 
no additional beds or common space is being added.   Without new beds or 

common space, the as -proposed value may not be much greater than  the 
as- is value.   If a borrower is willing to spend more on renovations than the 

resulting increase in value, Criterion D might drastically reduce the 
Maximum Insurable Loan.    

 
In several instances, ORCF has received a request for waiver to allow the 

loan to value (LTV) limits to be applied to the overall stabilized value ñas 
completeò, instead of limiting the LTV to the ñas completeò value minus the 

ñas isò value, as prescribed for a 241(a) loan.  ORCF has considered such 
waivers on a case -by -case basis and, to date, has only granted it when the 

241(a) loan proceeds were used solely to renovate the existing facility and 

the proposed renovation did not alter the existing building footprint or unit 
mix.   If a waiver is requested and approved, the lender is still required to 

complete all other 241(a) loan criteria noted in Form HUD -92264a -ORCF. 
Please note that no waiver will be granted where the ñas proposedò after 

rehabilitation value exceeds the ORCF benchmarks of 75% for ALF and 80% 
for SNFôs (80%/85% for non -profits).  

 
Back to top  

 

UPDATE ON THE RENEWED DUE DILIGENCE CONTRACT  
As mentioned in the October 25, 2013 Email Blast, the due diligence contract 

was renewed.   Pursuant to the terms of the unde rwriting contract, contract 
underwriters will only be assigned either 223(a)(7) or 223(f) applications 

after  ORCF specialists have completed their review of the appraisal, 
environmental (4128) and APPS (2530) components of the process.  A 

special team with in ORCF has been assembled to conduct this review as 
expeditiously as possible.  However, there will always be some delay 

between the date the project is assigned to the contractor and the date the 
contractor assigns the project to one of its underwriters.   

 
Back to top  

 

SECTION 106 (NATIONAL HISTORIC PRESERVATION ACT) 
ï TRIBAL CONSULTATION  
As part of a review required under Section 106, HUD is required to consult 

with federally - recognized Native Amer ican tribes when a project may affect a 
historic property of religious and cultural significance to the tribe.   The types 

of activities requiring consultation include: ground disturbance (digging), 
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new construction in undeveloped natural areas, introductio n of incongruent 
visual, audible, or atmospheric changes, work on a building with significant 

tribal association, and transfer, lease or sale of historic properties of 
religious and cultural significance.    

 
On these types of Section 232 projects, ORCF com pletes the consultation 

with Tribes that are listed in the Tribal Director Assessment Tool (TDAT) as 
interested in the projectôs geographic area.  A link to TDAT is available 

here .  This consultation must be completed by HUD staff, and may not be 
completed by lenders or their environmental consultants as Section 106 

requires that the contact be directly between HUD and the Sovereign Indian 
Nation.    

 
When completing the Tribal Cons ultation, ORCF allows Tribes at least 30 

days to respond.   Since Form HUD -4128 requires HUD to make a 

determination regarding a projectôs impact on historic and archaeological 
resources, HUD cannot complete the 4128 until either all notified tribes have 

responded, or the 30 day period has expired.   ORCF initiates the Tribal 
Consultation process for projects in the ñOther Queueò while projects are in 

the queue.   For Section 223(f) and 223(a)(7) projects that meet the 
requirements for a Tribal Consultation, t he lender should notify Mike Luke 

when submitting the electronic version of the application so that ORCF can 
begin the Tribal Consultation immediately.  
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A REMINDER ON STARTING SITE WORK  
Lenders are reminded that site activities are not permitted without prior HUD 

approval.   This applies to the new construction and rehabilitation programs 
as well as the Section 223(f) and 223(a)(7) programs.   Undertaking site 

activities prior to completion  of the Form HUD -4128 may affect our ability to 
conduct the required environmental review.   Lenders should contact 

LeanThinking@hud.gov  with any specific project related question s.    
 

Back to top  
 

FROM THE CLOSING CORNER  
 
Revised HUD Attorney Closing Punchlists for 223(f)s and 223(a)(7)s 

Applicable to Commitments On or After January 13, 2014  

The HUD Attorney closing punchlists for 223(f)s and 223(a)(7)s transactions 

have been revised to correct deficiencies.  The punchlists are applicable to 

http://egis.hud.gov/tdat/Tribal.aspx
mailto:LeanThinking@hud.gov
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projects receiving commitments on or after January 13, 2014 and are 
available on ORCFôs website here . 

 
Back to top  

 
Reminder -  Firm Commitment Amendments and Reserve Account 

Balances -  232/223(f) & 223(a)(7)  

As originally published in the August 19, 2010 Email Blast, the ORCF Closer 

may allow small increases less than $10,000 to the reserve for replacement 
account to avoid small mortgage reductions as a result of cost 

certification/closing statement.   Any proposed increase to the replacement 
reserve account above $10,000 should include an explanation of the 

proposed uses (line item an d timing) for approval by the ORCF Underwriter.   
 

Back to top  

 

DOCUMENT LINKS INCLUDED IN THIS BLAST  
 

1.  Tribal Directory Assessment Tool  

 
2.  HUD Attorney Closing Punchlists for 223(f)s and 223(a)(7)s  
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ADJUSTM ENTS TO LEASE PAYMENTS  
HUD recognizes that operator lease payments occasionally need to be 

adjusted as circumstances change (such as changes in property taxes or 
insurance).   Often these changes, though necessary, are not material from a 

mortgage insurance  standpoint.   In this regard, the new Healthcare 
Regulatory Agreement ðOperator (Form HUD -92466A -ORCF) states that 

prior HUD approval is needed only for amendments to lease payment 
provisions that materially change the lease payment.   We wish to clarify 

that, from HUDôs standpoint, an amendment changing the lease payment is 
not significant as to require a formal submission to/approval from HUD as 

long as (1) the proposed change in lease payment maintains a lease 
coverage of 1.05 or greater, (2) the loan is n ot in default, and (3) there are 

no other concurrent material changes to the lease agreement.   When these 
circumstances are met, HUD need not be notified of the change. This applies 

whether the operator regulatory agreement is the most recently published 

form or the earlier form.   When, however, any of these three circumstances 
are not met, the assigned Account Executive must be contacted for 

approval.    
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CRITERIA FOR 24 CFR 2 32.7 (FORMERLY 232.3) 
ñBATHROOMò WAIVERS 
The June 27, 2012 and April 30, 2012 Email Blasts outlined the procedures 

to help expedite the submission and consideration of requests for waivers of 
24 CFR 232.7 Bathroom (formerly 24 CFR 232.3).  This expedited a pproach 

is, however, not feasible in all situations.  Accordingly, please follow that 
approach only if all the following general criteria are met:  

 
7.  The request is for Memory Care residents who are located in a 

separate, secured, and locked area,  
8.  The Memory Care residents need full assistance and/or supervision 

while bathing,  

9.  Each residentôs room contains a half bathroom, 
10.  For every six residents there is at least one full bathroom,  

11.  The residents do not reside in 3 or 4 bedroom wards, and  
12.  The residents will not access their bathroom through a public 

corridor.  
 

For waivers request that do not  meet all of the above criteria, the Bathroom 
Waiver request will be reviewed by the HUD Underwriter concurrent with the 

mortgage insurance application review process .  It is important to remember 
that, regardless of which submission approach applies, 24 CFR 232.7 

ñBathroomò waivers must meet HUDôs legal sufficiency standards, as 
determined by HUDôs Office of General Counsel, and be approved by the FHA 

Commissioner.   Consequently, the processing times are considerably longer 
than standard program waivers.  

 

Back to top  
 

NATIONAL FIRE PROTECTION ASSOCIATION (NFPA) - 13 
SPRINKLER SYSTEMS COMPLIANCE  
As previously menti oned in the April 29, 2013 and August 28, 2013 Email 

Blast, CMS has required that all nursing homes be fully sprinklered per the 
1999 Edition of the NFPA -13 Standard for the Installation of Sprinkler 

Systems by August 13, 2013.   HUD must honor CMSôs requirement and 
therefore cannot add nursing homes to our portfolio that are not NFPA -13 

compliant.  Please ensure NFPA -13 compliance when you submit your 
application.  Lenders should address this issue in the Lender Narrative.  If 

you have submitted a mortgage insurance application on a nursing home 
that is not listed as fully sprinklered on the CMS website please discuss this 

issue with your assigned underwriter.  Moreover, if you are considering 
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submitting an application before the  compliance is shown on the CMS 
website, please contact Lean Thinking.  
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NEW DOCUMENT IMPLEMENTATION MATRIX  
ORCF has created a matrix to provide clarification on the transition to the 

new documents as it relates to some special issues (e. g. Master Leases, AR 
Financing, TPAs, etc.).  This matrix (found here ) exp lains various scenarios 

and explains when to use the new documents and when some or all of the 
old documents may be used.  

 
Back to top  

 

ENVIRONMENTAL REVIEW REMINDERS  
ORCF has received several mortga ge insurance applications that provide only 

a ñdraftò Phase I Environmental Site Assessment (ESA). òDraftò 
environmental assessments are not acceptable; a final, current Phase I ESA 

must be provided at the time of the application submission. This is 
consis tent with the guidance provided by the Office of Multifamily Housing in 

Chapter 9 of the Revised Map Guide.   
 

The Phase I Environmental Site Assessment must encompass the total 
project site.   A Phase I ESA that involves less than the entire property is not 

acceptable.   The land area included in the ESA should match the area 
defined by the legal description of the property.  

 
When a projectôs floodplain location is designated as Zone X, lenders and 

environmental consultants are reminded to indicate whether the area 

is designated by FEMA as Zone X (shaded) or Zone X (unshaded).   Zone X 
(shaded) is considered an area of moderate flood hazard and, pursuant to 24 

CFR Part 55, HUD must complete an 8 -Step Decision Making Process (either 
an abbreviated or full process as applicable) as part of its environmental 

review for healthcare facilities.   Zone X (u nshaded) is designated as an area 
of minimal flood hazard and does not require an 8 -Step Process.  

 
Finally, please include all communication to and from the State Historic 

Preservation Officer (SHPO) with the mortgage insurance application.  Any 
response f rom the SHPO that the lender or its agent receives after the 

application has been submitted should be provided to ORCF upon 
receipt.   Failure to forward a SHPO response to ORCF in a timely manner 

may cause delays in the environmental review process.  
 

http://portal.hud.gov/hudportal/documents/huddoc?id=New_Document_Transition.doc
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PLEASE KEEP ELECTRONIC DOCUMENTS UNDER 50 
MEGABYTES (MB)  
As mentioned in the May 31, 2012 Email Blast, ORCF is still receiving 

documents that are over 50 MB.  Due to our server limitations,  please limit 
document size to 50 MB.   Our servers cannot handle anything over 50 MB.  

Also, ORCF email limits are 15 MB per email, so if you include attachments 
in emails, please keep them under 15 MB.    
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VERIFICATION OF REFUND AMOUNTS BEFORE 
SUBMISSIONS  
It has come to our attention that more than a quarter of 223(a)(7) 

application fee refund requests received by ORCF are for the incorrect 
amount.   ORCF asks that lenders please verify t he refund amount before 

submitting their request.   If it is incorrect, ORCF will need to contact you, 
and the processing of the refund request may be delayed.   Also, since ORCF 

refunds exact amounts and does not round calculations, please be exact in 
your calculation.   A great way to check your 223(a)(7) refund is the 

following method:  
 

1.  Take .15% (or .0015) of the final mortgage amount, and  
2.  Subtract that number from the original application fee amount paid  

 
The difference is the amount due.    
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CHECK TRANSMITTAL LETTER ELIMINATED  
When the new documents came out earlier this year, ORCF merged the 

check transmittal letter with the electronic c ertificate of submission.   A 
separate check transmittal letter is no longer needed.   The new merged 

document is Certificate for Submission of Electronic Firm Application (Form 
HUD-90022 -ORCF) found here .   
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2.  New Document Implementation Matrix  
 

http://portal.hud.gov/huddoc/90022_orcf.doc
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3.  Certificate for Submission of Elect ronic Firm Application (Form HUD -
90022 -ORCF)  
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POST SHUTDOWN UPDATE FOR INDUSTRY PARTNERS AND 
OTHER STAKEHOLDERS  
 
Across FHA, we worked diligently during the 16 -day government shutdown 

to support the market, consumers, and stakeholders.  While the ultimate 
impact of the government shutdown on the nationôs economy remains to be 

seen, we are very pleased to be fully ope rational and wanted you to know 
that we will be working hard to bring business back to normal.  Indeed the 

goal of the Office of Residential Care Facilities (ORCF) is to return to normal 
operations within the next 30 to 45 days.  As we in ORCF begin to res ume 

normal operations, we thought it important to share with our industry 
partners how we intend to execute our plan after the recent Government 

shutdown.  As you know, on October 17, 2013, the President signed 
P.L.  113 -46, providing continuing appropriati ons and loan commitment 

authority through January 15, 2014, which allowed all staff to return to work 
on October 17, 2013.   

 

Now that we are all back, ORCF will first assess the number of applications 
received during the shutdown and load the new projects  into the system.  

Our staff is also focusing on issuing commitments on the 46 carryover 
projects ($278.6M) from last fiscal year.   Lenders have been contacted to 

confirm viability of the loan prior to issuance of the 
commitment.   Meanwhile, regular loan committees will resume on October 

29th on a first come, first serve basis, depending on the location of the 
application within the respective queues.  Please note that the prioritization 
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criteria have been eliminated.  ORCF will co ntinue to hold national loan 
committee three days per week (Tuesday, Wednesday and Thursday).  

 
On another note, the closing team, along with the Office of General Counsel, 

did an incredible job during the shutdown in coordinating and helping to 
facilitate closings.  Due to their ongoing efforts, ORCF does not expect long 

delays in HUD Closer assignments and will continue to use 
ORCFCloser@hud.gov  to trigger the HUD Closer assignment .    

 
Additionally, the due diligence contract has been renewed.  Contract 

underwriters will be assigned either 223(a)(7) or 223(f) applications, as 
needed.  A special team of ORCF professionals has been assembled to work 

through the appraisal, environment al (4128) and APPS (2530) components 
of the process to assist the contractors in processing these applications as 

expeditiously as possible.   

 
Please keep an eye on ORCFôs weekly web posting for updates on your 

applications in the queue.  Also, other stat istical information on ORCF 
applications received, commitments issued and endorsements as well as FY 

end reports are available here: 
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/

healthcare_facilities/section_232/lean_processing_page/underwriting_guidan
ce_home_page   

 
Asset Mana gement staff is working to assess and prioritize the outstanding 

work, and we hope to resume normal operations as soon as possible.  Prior 
to the shutdown there were over 237 outstanding Asset Management 

requests pending approval.  These Asset Management r equests included 
escrow draws, TPAs, Operator Changes, Loan Modifications, along with other 

transactions requiring HUD approval.  Asset Management staff will prioritize 

time sensitive requests (non -critical repairs, initial operating deficit, reserve 
for r eplacement) and respond as soon as possible.  Please call your Account 

Executive if you have a specific request to discuss.   
 

On the Policy side, our staff is working to finalize the Intercreditor 
Agreement, the 232 Handbook, and the Asset Management Docu ment 

Implementation reference grid.  Updates on these topics will be noted in 
future email blasts.  

 
The Office of Residential Care Facilities had an incredibly productive  year!   

 
The fiscal year ended with 806 firm commitments issued for $6.4B , 

compared to 792 firm commitments in FY 2012.   ORCF carried over 46 
commitments for $278M that were approved in FY 2013, but were unable to 

mailto:ORCFCloser@hud.gov
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page
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issue the commitment due to lack of commitment authority.  The low 
interest rate environment continued through FY 2013 resulti ng in 522 

commitments issued under the 223(a)(7) program.  Additionally, ORCF was 
able to insure 250 loans under 223(f) and 34 new construction and other 

loans with a total of $6.4B in commitments.  The closing team was able to 
close 766 projects this past  year, compared to 706 projects in FY 2012.  

 
The Asset Management team processed over 3,340 escrow draw requests, 

115 TPAs (transfer of physical assets), 70 change of operator or lease terms 
requests, and many other transactions requiring HUD approval.   The Risk 

Mitigation team was successful in addressing defaults and helping facilitate 
successful workouts that averted claims to the insurance fund.     

 
ORCF would like to thank each of you for making this such an incredible year 

and helping to achieve this level of productivity.  We appreciate this 

partnership and look forward to another great year!  
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BACKLOG DUE TO COMMITMENT AUTHORITY SHORTFALL 
AND CLOSING  
When additional commitment authority is allocated to HUD, ORCF expects to 
issue approximately 40 Firm Commitments in October for projects that were 

placed on hold when commitment authority ran out in FY 2013, provided 
there are no material adverse changes.   Closings depend on the quality of 

packages submitted to the HUD Attorney and HUD Closer and ultimately the 

availability of the HUD Attorney.  When closing packages are complete  and 
ready to be submitted, please send in the legal package to the assigned H UD 

Attorney and email ORCFCloser@hud.gov  for a HUD Closer assignment. As 
always, there will be no closing priorities, and closing assignments will be 

made in the order in which full  and complete packages are received.  
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UPDATED SECTION 232 DOCUMENTS ï SCRIVENERôS 
ERRORS  
 

ORCF, with the assistance of internal and external stakeholders, has 
identified various scriven erôs errors in the published documents.  As allowed 

by OMB, ORCF has corrected these errors, and published the revised 
documents on our website, as well as on HUDclips.   These edits are to 

correct typographical errors, make minor corrections and/or make 
clarifications; they do not represent changes to policy or the meaning of a 

document.    
 

Each updated document is listed in the table below, along with the page 
number and description of where the corrections may be found.  

 

Form Name  
Form 
Number  Page  Scrivener's Error  

Consolidated Certifications  

Consolidated 
Certification ðLender  

HUDï

90012 ï
ORCF 

Part 

IV, 
page 3  

A line item was added in 
the Identities of Interest 

section, allowing for 
ñotherò Identities of 

Interest to be identified, 
outside of those listed 

specifically on the form.  

Consolidated 
Certification ðBorrower  

HUDï

90013 ï
ORCF 

Part 

VIII, 
page 5  

Consolidated 
Certification ðPrincipal of 

the Borrower  

HUDï
90014 ï

ORCF 

Part 
VI, 

page 4  

Consolidated 

Certification ðOperator  

HUDï
90015 ï

ORCF 

Part 
VII, 

page 5  

Consolidated 
Certification ðParent of 

Operator  

HUDï
90016 ï

ORCF 

Part 
VI, 

page 4  

Consolidated 
Certification ðManagement 

Agent  

HUDï
90017 ï

ORCF 

Part 
VII, 

page 5  

Consolidated 

Certification ðContractors  

HUDï
90018 ï

ORCF 

Part V, 

page 4  

 Lender Narratives  
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Lender Narrative ï 223a7  

HUD-
9001 -

ORCF 6 

Clarifications were 
announced via Email Blast 

to better communicate 
who may conduct a site 

inspection.   The 

Inspecting Underwriter 
qualifications, as 

described below, were 
initially omitted from this 

document, so the 
correction here is not 

adding new policy, but is 
correcting the omission 

that d escribes and clarifies 
who may conduct 

inspections.  

Lender Narrative ï 223f  

HUD-

9002 -
ORCF 17  

Clarifications were 
announced via Email Blast 

to better communicate 
who may conduct a site 

inspection.   The 
Inspecting Underwriter 

qualifications section was 
updated to be in line with 

previously published 

guidance describing and 
clarifying who may 

conduct 
inspections.   Language 

referencing a ñMAP 
Approved Underwriterò 

was removed from this 
section as well, since it no 

longer relates to the 
Section 232 program.  
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Lender Narrative ï 241a  

HUD-

9003 -
ORCF 

15, 45, 
58  

Clarifications were added 
to the Inspecting 

Underwriter section (pg. 
15) and reference to a 

MAP Approved Underwriter 
was removed.  

 
Inconsistencies were 

corrected (pg. 45 and 58), 
wherein the old 

terminol ogy of ócriteria 3ô 
should have been updated 

to the new term, 'criterion 
D'.  

 

An inconsistency was 
discovered in the 

calculation for Criterion D 
(pg. 58), which was 

updated to clarify the 
formula (adding that the 

test will be the lesser of 
"90% of" tota l estimated 

replacement cost); this is 
consistent with the 

maximum insurable loan 
calculation form.  

Lender Narrative ï 223d 
Op. Loss Loan  

HUD-

90011 -
ORCF 9 

Updated to remove 

references allowing a 
ñMAP Approved 

Underwriterò and to clarify 
that the Inspecting 

Underwriter must be the 
Section 232 Underwriter 

of record.  

Lender Narrative ï New 

Construction ï Single 
Stage  

HUD-

9004 -
ORCF 17  

Lender Narrative ï New 

Construction ï 2-Stage, 
Initial  

HUD-

9005 -
ORCF 15  

Lender Narrative ï New 

Construction ï 2-Stage, 
Final  

HUD-

9005a -
ORCF 15  

Lender Narrative ï Sub 
Rehab ï Single Stage  

HUD-

9006 -
ORCF 17  
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Lender Narrative ï Sub 

Rehab ï 2-Stage, Initial  

HUD-
9007 -

ORCF 17  

Lender Narrative ï Sub 

Rehab ï 2-Stage, Final  

HUD-

9007a -

ORCF 15  

Lender Narrative ï Blended 
Rate ï Single Stage  

HUD-

9008 -
ORCF 18  

Lender Narrative ï Blended 
Rate ï 2-Stage, Initial  

HUD-

90025 -
ORCF 17  

Lender Narrative ï Blended 
Rate ï 2-Stage, Final  

HUD-

90025a -
ORCF 11  

 Other Documents  

Initial Operating Deficit 
Calculation  

HUD-

91128 -
ORCF   

Reference errors were 
discovered in two of the 

worksheet cells.   These 
errors were corrected, and 

did not change the 
calculations.   Neither error 

resulted in an incorrect 
IOD calculation. They only 

resulted in an incorrect 
number of leased units 

shown in M onths 4 and 6 
in the Output ï Summary 

Tab.  
 

The formula in the Output 

ï Summary Exhibit tab, 
cell D19 was ='Details & 

Draw Requests'!I$7. This 
has been corrected to 

='Details & Draw 
Requests'!H$7  

 
The formula in the Output 

ï Summary Exhibit tab, 
cell D21 was ='Details & 

Draw Requests'!M$7. This 
has been corrected to 
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='Details & Draw 
Requests'!L$7  

TPA Application  

HUD-
92266 -

ORCF 3 

A reference to a checklist 

HUD form number was 
removed at the top of 

page 3.   This form number 
was established at the 

beginnin g of the PRA 
process; however all 

checklists were later 
removed from the PRA 

information collection, and 

therefor the form number 
reference should also have 

been removed.    

Addendum to Operating 
Lease  

HUD-

91116 -
ORCF 8 

Section 19 was updated to 

change "Cross -Default 

Guaranty of Operators" to 
the correct title of the 

document: "Cross -Default 
Guaranty of Subtenants";  

Guide to Opinion of 
Operatorôs Counsel 

HUD-

92325 -
ORCF 4 

Item M in the list of 

documents reviewed used 
the incorrect document 

title for the Management 
Agent Certification.   It was 

corrected to be 
ñManagement Certification 

ï Residential Care 
Facility.ò 

Security 
Instrument/Mortgage/Deed 

of Trust  

HUD-
94000 -

ORCF 4, 5  

In completing the Security 

Instrument, lender's 
counsel must select the 

appropriate second 
paragraph (Alternative A, 

B or C).   However, the 
Alternative text 

paragraphs each appeared 
above  each applicable 

Alternative text heading, 
rather than below the 

head ing, thereby creating 
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confusion.   The headings 
have now been moved 

above the related 
paragraphs.  

Healthcare Regulatory 
Agreement ï Borrower  

HUD-

92466 -
ORCF 22  

Paragraph 29 referred to 
the Management Agent 

Certification by the wrong 
title and wrong form 

number.   The reference 

was corrected to be 
"Management Agent 

Certification ï Residential 
Care Facilities (form HUD -

9839 -ORCF, or successor 
form)."  

Healthcare Regulatory 
Agreement ï Operator  

HUD-

92466A -
ORCF 11  

Paragraph 13 refers to the 

Management Agent 
Certification by the wrong 

title and wrong form 
number.   The reference 

was corrected to be 
"Management Agent 

Certification ï Residential 
Care Facilities (form HUD -

9839 -ORCF, or successor 
form)."  

Healthcare Regulatory 

Agreement ï Master 
Tenant  

HUD-

92337 -
ORCF 2 

In the definition of 

Borrower -Operator 
Agreement, the brackets 

around the term "Master 
Tenant" were removed.  
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Intercreditor Agreement  

HUD-
92322 -

ORCF 

2, 3, 

6, 11  

In the last 3 lines of 
Section 1.1 (pg. 2), "FHA 

Lender" was capitalized; 
"FHA Loan Documents" 

was changed to "HUD 
Loan Documents"; and 

"FHA Loan" was changed 
to "HUD Loan".  

 
In Section 1.8 (pg. 3), 

references to Bank were 
changed to AR Lender.  

In the 5th  line of Section 
1.9 (pg. 3), "FHA 

Triggering Event" was 

changed to "HUD 
Triggering Event".    

In Section 1.26 (pg. 6), 
ñAR Loan Triggering 

Eventsò had clauses 
numbered as (v) and (vi), 

inadvertently continuing 
the numeration from the 

ñHUD Triggering Eventò 
descriptions in the 

previous 
paragraph.   These clauses 

(v) and (vi) were 
corrected to be (i) and (ii).  

 

In the last line of Section 
2.6(b) (pg. 11), the word 

ñTimeò was removed. 

Cross -Default Guaranty of 

Subtenants  

HUD-
92331 -

ORCF 2 

In Section 1 of the Cross -

Default Guaranty of 

Subtenants, there should 
be a closed parenthesis 

after the term "Sublease 
Obligations"; this has 

been added.  
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Operator Security 

Agreement  

HUD-
92323 -

ORCF 4 

Section 2(a) includes a 
line that says, 

"...and   (xii) the cash flow 
chart [dated as of the date 

of closing and provided to 
Lender] [attached hereto 

as Exhibit C -1] accurately 
and completely discloses 

the flow of Operatorôs 
funds, and all deposit 

accounts ..."  
 

The first set of brackets, 
around the words "dated 

as of the date of closing 

and provided to Lender" 
were included in 

error.   This scrivener's 
error has been corrected 

by removing the brackets.  
 

The second set of 
brackets, around the 

words "attached hereto as 
Exhibit C -1," were 

included in error.   This 
scrivener's  error has been 

corrected by replacing the 
brackets with 

parentheses.  

Master Lease SNDA  

HUD-
92333 -

ORCF 1, 6  

In the first paragraph (pg. 
1), the word "as" was 

added before the word 
"borrowers" in the second 

line.  

 
In Section 5, paragraph 

(4)(A) (pg. 6), 
capitalization was 

removed from the words 
ñHealthcare 

Facilitiesò.  The intent is to 
capture all healthcare 

facilities remaining subject 
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to the Master Lease, not 
just those that are subject 

to this particular Master 
Lease 

SNDA/Subordination 
Agreement.    

 
Back to top  

 

IDENTIFYING PERSONALLY LIABLE PRINCIPALS FOR THE 
HEALTHCARE REGULATORY AGREEMENT ï BORROWER 
PROVISION #38  

Section 38 of the Healthcare Regulatory Agreement ï Borrower (HUD -
92466 -ORCF), published on March 14, 2013, requi res that individuals or 

entities who will be personally liable for certain enumerated matters be 
identified within the document.  Recently, ORCF has encountered situations 

where Section 38 was not completed in the regulatory agreement because 
the informati on was not provided in the firm commitment.  Therefore, ORCF 

has determined to provide clarification concerning the information that is 

required to be included in the firm commitment.  This guidance follows the 
guidance provided by Multifamily Housing.  

 
(Please apply the following guidance to any Firm Commitments in 

processing, and if necessary to requests for amendments to Firm 
Commitments for projects that have not closed.)   

 
For privately held entities :   Section38 generally requires two signatures for 

project sponsors.   In most cases, HUD, upon the Lender's recommendation, 
shall select one individual signatory to sign in his or her individual capacity 

and the project parent/sponsor entity to sign in a corporate capacity.   In any 
specific deal, underwriti ng may point to a different entity with the requisite 

control and involvement or interest in the Project, positive credit history , and 
adequate financial strength  relative to the size of the loan to serve in the 

capacity required by Section 38.    

 
For publ icly traded corporations or REITS, or Non -profit organizations :   The 

parent/sponsor entity itself is acceptable as the sole signatory.   For such 
entities, any individual signing on behalf of the corporate entity does not 

sign in an individual capacity, but  to bind the parent/sponsor, and no 
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personal liability will be claimed against the individuals signing in such a 
capacity.  

  
For any corporate entities  required to execute Section 38:   Every corporate 

officer is not required to sign.   Whomever the corporat ion entity has 
authorized to bind the company in connection with the proposed transaction 

may sign, provided that Participant Credit and Financial review has 
discretion to require additional signatories if warranted in a specific 

(exception) situation.    
  

Please note the following prohibitions  related to Section 38:    
Insertions of "or successors" language to the identification of signatories is 

NOT allowed.   The Regulatory Agreement can and should be amended when 
there is a new individual who is responsible for the provisions of Section 38.  

Riders to the Regulatory Agreement that attempt to limit a signatory's 

liability are NOT allowed.  
Section 38 may not be omitted because a project has been processed as an 

(a)7 versus another section of the Act.  
  

If the Firm Commitment fails to specify signatories to Section 38 :   The 
lender should request a letter amendment to the Firm Commitment.   It is 

the lender's responsibility to perform the participant credit and financial 
review of the parent/sponsor enti ty and to identify and justify who has been 

proposed to sign Section 38 of the Regulatory Agreement.  
 

Back to top  
 

SECTION 232 LOAN MODIFICATIONS -  REVISED SAMPLE 
FORMAT FOR LENDER ANALYSIS AND RECO MMENDATIONS 
ON HUD.GOV  
ORCF has revised the ñNote Modification Costsò section in the document 

ñSample Format for Lender Analysis and Recommendations.ò  The revised 
document can be found here  on ORCFôs program website on HUD.GOV.  

 
Back to top  

 

UPCOMING IMPROVEMENTS TO THE ORCF WEBPAGE  
ORCF is currently making major improvements to its ORCF webpages.  The 

improvements will be unveiled in November 2013 and will make  the site 
more user - friendly.  Once completed, the site will be easier to navigate, you 

will be able to find what you are looking for more quickly, and the site will be 
more intuitive.  Look for additional announcements in upcoming email blasts.  

 

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/loan_servicing_guidance_home_page/OHP_LoanMod_P
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FROM THE CLOSING CORNER  
 

Reminders  

1.  How do I get a HUD Closer Assigned?  

As a reminder, HUD Closers will be assigned when closing packages are 

complete  and ready to be submitted to the HUD Attorney.   When the legal 
closing package is sent to the assigned HUD Attorney, please email 

ORCFCloser@hud.gov  and a HUD Closer will be assigned.    
Use of the NEW closing documents  is required for all closings on projects 

which received Firm Commitments on or after July 12, 2013 (unless 
otherwise exempt).  

 
2.  Utilizing the HUD Closer for signing closing documents:  

Due to the virtual environment that we embrace in 232 Lean deals, our 
authorized signers normally execute closing documents in different locations 

from our Closers.   The authorized signer relies heavily on the Closer to tell 
him or her that the documents are cleared to sign.   Therefore, it is critical 

that any and all communications regarding execution of closing 
documents go through ONLY the assigned Closers/GTM for Contract 

Closers , especially the correspondence between the HUD Attorney and 

Lenderôs counsel regarding the Note and Regulatory Agreements.  Please do 
not contact other OHP staff regarding closings as this can delay the closing 

process.  
 

3.  Withdrawing Firm Commitments :  
If faced with a Firm Commitment that needs to be withdrawn after be ing 

issued, please submit a written request to withdraw the Firm Commitment to 
ORCFCloser@hud.gov . 

 
4.  Replacement Reserve Amendments (Section 232/223f 

Transaction):  
As noted in the A ugust 19, 2010 email update, the HUD Closer will allow 

increases less than $10,000 to the reserve for replacement account to avoid 
mortgage reductions as a result of cost certification.   Any proposed increase 

to the replacement reserve account above $10,00 0 should include an 

explanation of the proposed uses (line item and timing) for the additional 
deposit.  Please note these proposals will need HUD Underwriter 

approval.        
 

Back to top  
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DOCUMENT LINKS INCLUDED IN THIS BLAST  
 

4.  Sample Format for Lender Ana lysis and Recommendations  
 

5.  New Closing Document s 
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COMPLETION OF CRITICAL REPAIRS  
Recently, ORCF has received a number of requests to waive the requirement 

for completion of critical repairs until after closing.   Critical repairs are any 
individual or combination of repairs that are required to correct conditions 

that (a)  endanger the s afety or well -being of residents, patients, visitors, or 
passers -by; (b)  endanger the physical security of the property; (c)  adversely 

affect project or unit(s) ingress or egress; and/or (d)  prevent the project 
from reaching sustaining occupancy.   These cr itical repairs are typically 

identified early in the firm commitment application process in the PCNA 
report.   As a reminder, critical repairs must  be performed prior to HUD 

endorsement of the mortgage .  Non -critical repairs, approved by HUD, 
may be complet ed after endorsement with appropriate financial escrows at 

closing.  
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UPDATED INSTRUCTIONS FOR CMS DATABASE -  NURSING 
HOMES WITH NATIONAL FIRE PROTECTION ASSOCIATION 
(NFPA) - 13 NON - COMPLIA NT SPRINKLER SYSTEMS  
















































































































































































































































































































































































































































